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AN important step in the right direc- 
tion has been taken by the American 
Association of Public Accountants, (com- 
posed of the leading public accountants 
in New York City and state, and of 
representatives from several other states) 
in the inauguration of a movement, look- 
ing to the governmental recognition of 
** accountancy” as a profession, by the 
incorporation of a college of accounts, 
in which aspirants may enter, pursue the 
prescribed course of study, and graduate 
with the degree of ‘‘ Bachelor,” and 
‘* Master of Accounts.” The purpose is 
that the college shall be part of the uni- 
versity system of the state; be under the 
supervision of the Regents and under 
the immediate direction of the American 
Association. To entitle applicants to 
entry, it is proposed that they submit 
to and pass the same preliminary Re- 
gents’ examination as is now prescribed 
for law students. 

A short account of this movement, 
and its present status, will be found on 
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another page. A petition for the incor- 
poration of the college having been laid 
before the Regents, that body were un- 
decided as to the construction and opera- 
tion of the new law for the incorporation 
of colleges and other educational institu- 
tions, and decided to allow the matter 
to lay over until their next meeting. In 
the meanwhile, the board will open pre- 
liminary examinations for all who desire 
to become public accountants. 

This is very good progress. The 
establishment of an institution of this 
character will not only be a benefit to 
the accountant fraternity, by elevating 
their profession to the dignity of law 
and medicine, but greater benefit will 
inure to the general public. It requires 
brains and ability of a high order to 
properly perform the varied and intricate 
services required of the expert account- 
ant; in equal degree, probably, with the 
longer established professions of law and 
medicine. But while the shingle of the 
latter can only follow a preparatory 
training and experience evidenced and 
certified by diploma and license, the 
business of the accountant has hereto- 
fore been free to all, the unfit as well as 
the capable. Experienced accountants, 
who have by force of merit, earned a fixed 
reputation for ability, can afford to rest 
content upon their established clientele 
but the general public has no safe- 
guard against the interloping of incom- 
petent persons, who may choose, with- 
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out either experience or capacity, to at- 
tempt the practice of a profession for 
which they are unfitted. The thorough 
preparatory course, the college course, 
the graduate’s diploma and the license, 
should constitute the bulwark between 
the public and the unfit; and the best 
interests of the public lie in the further- 
ance of the movement which the mem- 
bers of the American Association, at 
much expense to themselves, of time, 
energy, and money, have inaugura- 
ted. The co-operation of the public has 
already been largely given in a numer- 
ously signed document of approval, 
bearing the names of some of the most 
prominent bankers and business men of 
the state, We have no doubt the object 
desired, the incorporation of a ‘‘College 
of Accounts” which is for the genera} 
good of all, will ere long, be attained. 


THE contributions published else- 
where upon the subject of collections 
and exchange, are very instructive and 
interesting. To the writers we tender 
our sincere thanks for the trouble they 
have taken in the expounding of this 
subject. It is unnecessary now to dis- 
cuss the papers, point out conflicts of 
opinion, and draw conclusions. This 
we shall attempt after the contributions 
are all in, and published. The subject 
is a live one, the existing situation is far 
from satisfactory, and the necessary 
forerunner of any improvement must be 
‘discussion and agitation. The most val- 
uable discussion is not that between 
bankers in a single locality only, but 
one participated in by bankers of all 
sections, where, viewed from different 
standpoints, and under different con- 
ditions, all phases of the subject are dis- 
closed, and a more accurate view of the 
entire phenomena obtained. The col- 
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umns of a journal, in analogy to the 
platform of verbal discussion and de- 
bate, furnish, probably,the most efficient 
arena for the presentation of the written 
views of various interested parties upon 
the question at issue. We trust that 
the expressions of opinion in our col- 
umns from north, east, central, west, 
south and southwest, may prove mu- 
tually beneficial to the various writers, 
as well as educational to bankers gener- 
ally. 


THE general discussion upon the sub- 
ject of collections and exchange, else- 
where published, has relation, chiefly, to 
the non-legal aspects of the subject, or, 
broadly described by two generic terms, 
compensation and machinery. But there 
is also a legal aspect to the subject of 
collections, as is well known by the fre- 
quency of judicial controversy and de- 
cision. The liability of the collecting 
bank for the neglect or default of its. 
distant correspondent; its duty respect- 
ing diligence in presentment, protest 
and holding indorsers; what it may re- 
ceive in payment; when it has paid over 
the proceeds ;—are a few of the many 
important problems constantly present- 
ed to the courts for decision. 

Curiously enough, we have for publi- 
cation in this number, several cases in- 
volving points in collection and collect- 
ing bank law. The supreme court of 
Ohio hold a collecting bank liable for 
not fulfilling its duty, and discharging 
an indorser; laying down the law with 
considerable fullness in its application to 
the particular circumstances involved. 


From California, also, we have an in- 


teresting case, A collecting bank re- 
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ceived a note for collection made by 
one of its customers, and at his request, 
charged it to his account, which was 
overdrawn at the time, also charged it in 
his pass-book, and marked the note 
** cancelled.” It went further, It mailed 
the proceeds to its correspondent in San 
Francisco, by depositing in the post- 
office its own draft on that center. But 
that very day the maker failed, Then what? 
Why, the collecting bank proceeded to 
undo what it had previously done. First, 
it procured its letter of remittance from 
the postoffice. (Query. May this be 
lawfully done?) It then cancelled its 
draft, and returned the note as uncol- 
lected to its San Francisco correspond- 
ent, marking on it 


“ Charged inerror. F. Miller, Cashier.” 
“Cancelled inerror. F. Miller, Cashier.” 


The question in controversy was 
whether the collecting bank had received 
payment of the note, and was bound for 
the amount to the owner? The supreme 
court of California holds the transaction 
did not constitute payment of the note, 
thus rendering efficient the undoing pro- 
cess of the collecting bank, 

The reader may make an instructive 
comparison, by reading, in connection 
with this case, the Illinois decision in 
American Exchange Bank v. Gregg, pub- 
lished January 1, and our article ‘‘ Pass- 
book credits as payments of checks on 
depositary,” appearing in the January 
15 JouRNAL. In the Illinois case, the 
check of one customer of a bank was 
deposited by another, and the depositor 
credited with its amount, but on the fol- 
lowing day, upon discovery that the 
check was an overdraft, the amount was 
charged back by the bank to the ac- 
count of its depositor. The court held 
that the bank had paid the check by 
giving credit for it, and could not charge 
it back. In the January 15th JourNAL, 
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we bring together all the cases on the 
subject. Two conflicting lines of decis- 
ion are shown to exist. One in New 
York and other states that the credit of 
a check on itself at time of deposit, is an 
irrevocable payment by the bank, and 
cannot be repudiated by reason of error 
regarding the state of the checkdrawer’s- 
account. The other is the California 
doctrine, that the credit at time of de- 
posit by a bank of a check on itself, is- 
only conditional, and is to be regarded’ 
in the same light as if it were a check on: 
another bank received for collection and! 
subject to be charged back, if uncol- 
lected. 

The similarity between these cases. 
and the present case, is this: The note 
of the depositor was analogous to his 
check. When the bank charged it against. 
the depositor, cancelled it, and remitted 
for it to its correspondent, it was sub- 
stantially the same transaction as if it 
had charged up and cancelled his check, 
and given credit for it to the owner 
(distant correspondent), By reference 
to the decisions cited in the article of 
January 15, this (with the exception of 
California) would have constituted an 
irrevocable payment by the bank to the 
distant holder, and the collecting bank 
could not have recalled it. The Cali- 
fornia court, however, in consonance 
with its previous ruling, holds the trans- 
action did not constitute a payment to- 
the collecting bank; hence its non- 
liability. 


Stitt dwelling on the legal aspect of 
the collection business, we view some 
further decisions, occasioned in this in- 
stance by the insolvency of the collect- 
ing bank. When such an event trans- 
pires, there is, of course, not enough to 
go around, and it is very important to 
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call the anxious owners and transmitters, 
looking for returns from intrusted items, 
to know whether such returns are held 
as agent or trustee by the insolvent, or 
only as debtor. If the former, full re- 
turn will be made; if the latter, pro rata 
with general creditors only. Two de- 
cisions growing out of the Maverick 
Bank’s failure will be found herein. 
‘The point of the first is that the Maver- 
ick Bank, as collecting agent, took title 
to the proceeds and became debtor to 
the owner (as distinguished from trus- 
tee) although it took a check in payment 
instead of actual money. On this point 
‘the decisions conflict. 

The other Maverick case involves the 
‘insolvent as a depository, rather than as 
collecting agent. It could not hold 
‘title to a deposit received on the verge 
of suspension, because of its fraud. In 
this case the depositor obtained full re- 
‘turn, as distinguished from fro rata. 

A further insolvent collecting bank case 
is published from Alabama. The insolv- 
ent bank cojlected the money, disobeyed 
instructions about remittance, but min- 
‘gled and used the proceeds with its own 
funds, and then failed. The unfortun- 
ate owner is declared by the court to 
share as a general creditor only. 


THE article on national bank circula- 
tion, by the director of a national bank 
in Wisconsin, published in the last Jour- 
NAL, is criticised by Mr. James Stott, 
cashier of the First National Bank of 
Carbondale, Pa., as being not a fair 
exhibit of the question. The article 
gave the three years’ circulation experi- 
ence of a national bank in Wisconsin, 
organized in May, 1888, with a capital 
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of $100,000. who took out the minimum 
amount required by law, namely 25 per 
cent. of capital. The article was an 
exhibit of actual figures of the amounts 
paid out by reason of the circulation, 
and the amounts gained, and showed a 
net loss tor the three years of $1,395. 
Government bonds at the time the bank 
organized were at a premium of 27 per 
cent. necessitating an original investment 
for $25,000 of bonds, of $31,750. Mr. 
Stott calls attention to the fact that U. 
S. fours are now about 116%, or 10% 
points lower than at the time of the 
Wisconsin bank’s investment. Mr. Stott 
contends that ‘‘on a conservative view, 
with money at 6. per cent., there isa 
profit of $688.50 on the $100,000 of 
bonds, and with money at 5 per cent., 
a profit of $893.75 each year; the calcu- 
lation, of course, extending to rst July, 
1907.” We would like to receive from 
Mr. Stott, for publication, his figures in 
detail, showing this result. 


A new form of legislative regulation of 
private banking will be noted,as proposed 
in Kentucky, namely, that no person 
may engage in private banking without 
a paid up capital stock of at least $10,000, 

It is an interesting speculation how 
far a legislature may go in this respect 
of capital requirement, without infring- 
ing upon constitutional rights. If the 
capital required of a private banker were 
$100,000, instead of $10,000, this would 
be practically prohibitory with respect 
to a large number of individual bankers, 
who could not command the capital re- 
quired. And so it may be at $10,000 
with respect to the village banker, legit- 
imately and beneficially operating in the 
hamlet. 









phteAatonnwmeeew<@2@étees@ @ & @& teed 


__ i wo Oe 


THE BANKING LAW JOURNAL. 


THE NEW BANKING LAW OF NEW YORK. 


[* 1882, the legislature of New York, 

mainly through the aid and as the 
result of the labors of Willis S. Paine 
and William Dowd, who compiled and 
revised the banking statutes of the state, 
enacted Chapter 409 of the laws of that 
year. That act was passed in connection 
with a repealing act, (Ch. 402, Laws 
1882,) and constituted a compilation and 
revision of the statutes of the state re- 
lating to banks, banking and trust com- 
panies, By it, a banking department 
was created, charged with the execution 
of the laws, and supervision of the banks. 
The banking act of 1882 is familiar to 
all New York readers. Since 1882, 
various acts have been passed by suc- 
cessive legislatures, amendatory in cer- 
tain particulars of, or supplementary to, 
the banking law. 

At the 1892 session, just ended, a new 
banking law has been enacted, as pre- 
pared by the commissioners of statutory 
revision. (Chapter 689, Laws of 1892.) 
The new law, in the main, supplants the 
act of 1882, repealing all of that act ex- 
cept §§ 68, 69, and 312-327 both in- 
clusive. Various later enactments are 
also repealed, and their provisions em- 
braced in the new revision. While the 
law of 1882 is the ground work of the 
new banking law, many sections of the 
former act have been transposed, con- 
solidated, or otherwise changed in the 
later revision, It is impossible, of course, 
in the space of a magazine article, to 
describe the new act with respect to all 


its section changes, transpositions and 
insertions of existing law. The reader 
must largely do that work for himself 
with a copy of the new act before him. 
But in addition to this, there have been 
new features—new provisions of law— 


- added by the 1892 legislature, which are 


important to be noted. 

Let us briefly, then, describe this new 
act, with especial reference to the new 
provisions it has injected into the bank- 
ing laws of the state. 

The act contains 216 sections, with a 
schedule of laws repealed. It is en- 
titled ‘‘ An act in relation to banking 
corporations.” It was approved by the 
governor, May 18, 1892, and by its pro- 
visions takes ‘‘ effect on the thirtieth 
day after the date of its final passage.” 
It contains provisions applicable to banks 
and bankers, savings banks, trust com- 
panies, building and mutual loan cor- 
porations, co-operative loan associations, 
mortgage loan and investment corpora- 
tions, and safe deposit companies. 


TITLE OF ACT AND DEFINITIONS OF COR- 
PORATIONS. 


The first section is new. It provides 
for a short title. ‘* This chapter shall 
be known as the banking law and shall 
be applicable to all corperations and in- 
dividuals specified in the next section.” 
The next (second) section is also new. 
Its purpose is definition. It gives specific 
definitions of the terms ‘‘ bank ;"" ‘“‘ in- 
dividual banker;” ‘‘ savings bank ;” 
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“‘trust company;” ‘‘building and 
mutual loan corporations or associa- 
tions;” ‘‘ co-operative loan association ;” 
‘** mortgage, loan or investment corpora- 
tion;’’ and ‘‘ safe deposit company.” 
The next section provides for a *‘ con- 
tinuation ” of the banking department, 
the original act, it will be remembered, 
providing for its ‘‘ establishment.” Fol- 
lowing sections provide for its functions, 
officers, etc,, substantially as heretofore. 


APPROVAL AND CERTIFICATE OF SUPERIN- 
TENDENT UPON INCORPORATION. 


A new provision is contained in section 
30. Nocorporation to which the bank.. 
ing law is applicable can be incorporated 
without the written approval of the bank 
superintendent and without his written 
certificate stating that it has complied 
with the provisions of the banking law 
and with all the requirements of law, 
and that it is authorized to transact 


within this state the business specified 
therein, and that such business can be 


safely intrusted to it. This certificate 
must be recorded in the superintendent’s 
office in a book kept for that purpose, 
and a certified copy filed in the office of 
the clerk of the county where the cor- 
poration is to have its principal business 
office. This provision is analogous in 
effect to the provisions of the national 
bank act, requiring a certificate of auth- 
ority to commence business, from the 
comptroller. 


PERMISSION AND CERTIFICATE OF SUPER- 
INTENDENT IN CASE OF FOREIGN CORPORA- 
TIONS, 


Foreign building and mutual loan cor- 
pOrations, co-operative loan associations, 
and mortgage loan and investment cor- 
porations are also required by a new 
‘provision (section 31) to obtain written 
permission and certificate of the super- 
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intendent; which shafl continue in force 
only one year from date, but may be re- 
newed by the superintendent from time 
to time for a like period, if satisfied that 
the corporation has complied with the 
law and that business may be safely in- 
trusted to it. 


LAWFUL MONEY RESERVE. 


Section 44 of the banking law tells the 
New York bankers that their judgment 
and discretion will no longer be accepted: 
in the matter of reserve, but substitutes. 
therefor, legal mandate, adopting the 
principle of the fixed reserve, although 
at a lower per cent. than the national 
bank act. Wecopy section 44 entire. 


SEc. 44. Every bank or individual banker shall at al} 
times have on hand in lawful money of the United 
States an amount equal to at least fifteen per cent. of 
the aggregate amount of its deposits, if its principal 
place of businessis located in any city of the state 
having a population of eight hundred thousand and 
over; and an amount equal to at least ten per cent. of 
the aggregate amount of its deposits if its principal 
place of business is located elsewhere in the state. The 
amount thus to be kept on hand shall be called its 
lawful money reserve. 

One-half of such lawful money reserve may consist 
of moneys on deposit, subject to call with any bank. 
or trust company in this state having a capital of at 
least two hundred thousand dollars, and approved by 
the superintendent of banks as a depository of lawful 
money reserve. If the lawful money reserve of any 
bank or individual banker shall be less than the 
amount required by this section, such bank or banker 
shall not increase its liabilities by making any new 
loans or discount otherwise than by discounting bills 
of exchange payable on sight, or making any divi- 
dends or profits until the full amount of its lawful 
money reserve has been restored. 

The superintendent of banks may notify any bank 
or individual banker, whose lawful money reserve 
shall be below the amount herein required to make 
good such reserve; and if it shall fail for thirty days 
thereafter to make good such reserve, such bank or 
individual banker shall be deemed insolvent, and may 
be proceeded against as an insolvent monied corpora- 
tion. 


DIRECTORS OF BANKS. 


Section 50 is mainly new. It relates. 
to directors of banks. No person shall 
be eligible to election as director of a 
bank having a capital of $50,000 or over 
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unless he is a stockholder for at least 
$1,000 in value; in a bank with less than 
$50,000 capital, his minimum ownership 
must be $500. Whenever the director’s 
ownership falls below the minimum, he 
ceases to be a director and his office 
becomes vacant. Directors hold office 
for one year, and until their successors 
are elected and qualified. Each director 
must be a citizen of the United States, 
and at least three-fourths of the direct- 
ors must be residents of the state at the 
time of election and during continuance 
in office. Vacancies are filled by elec- 
tion by stockholders; but vacancies not 
exceeding one-third of the whole num- 
ber, may be filled by the directors then 
in office, to hold office until filled by the 
stockholders at a special annual meet- 
ing. One of the directors to be chosen 
by the board shall be president of the 
board ; and if the certificate of incorpor- 
ation or by-laws do not prescribe the 
number of directors necessary to con- 
stitute a quorum, and make no provis- 
ion for determining a quorum, the di- 
rectors may fix the number necessary to 
constitute a quorum for the transaction 
of business, which shall not be less than 
five, with the same effect as if such 
number was prescribed in the certificate 
of incorporation. 


OATH OF DIRECTORS. 


Section 51, prescribing the oath, is 
also new. It is substantially a copy of 
the oath provision of the national bank 
act, modified in such terms only as 
make it applicable to state banks. The 
section is as follows: 


Each director, when appointed or elected, shall take 
an oath that he will,so far as the duty devolves on him, 
diligently and honestly administer the affairs of such 
corporation, and will not knowingly violate, or wil- 
lingly permit to be violated, any of the provisions of 
law applicable to such corporation, and that he is the 
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owner in good faith, and in his own right, of the num- 
ber of shares of stock required by this chapter, sub- 
scribed by him, or standing in his name on the books 
of the corporation, and that the same is not hypothe- 
cated, or in any way pledged as security for any loan 
or debt. Such oath shall be subscribed by the director 
making it, and certified by the officer before whom it 
is taken, and shall be immediately transmitted to the 
superintendent of banks, and filed and preserved in 
his office. 


The above, we believe, comprises the 
new legislation embodied in the ‘‘ bank- 
ing law,” or revision of 1892. 


RATE OF INTEREST. 


In the schedule of repealed laws, (as 
already stated) the former banking act, 
chapter 409, laws 1882, is all repealed 
except §§ 68, 69, 312-327 both inclusive. 
Sections 68 and 69 of the act of 1882 
provide the rate of interest, the penalty, 
and the intention to place national and 
state banks on the same footing in this 
respect. While these former interest 
provisions stand unrepealed, they ap- 
pear to be substantially re-enacted in 
section 55 of the new banking law, ex- 
cept that the old law specifies—‘‘ Every 
banking association organized and doing 
business under and by virtue of the 
laws of this state, and every private and 
individual banker or bankers doing 
business in this state, are hereby author- 
ized to take,” etc.—while the new sec- 
tion has it: ‘‘ Every bank and individ- 
ual banker doing business in this state, 
may take,” etc. The new interest sec- 
tion omits private bankers contained in 
the old section; but the old section re- 
mains law, as well as the new. 


TAXATION, 


Sections 312 to 327, both inclusive, of 
the act of 1882, unrepealed by, and not 
embodied in, the new banking law, con- 
stitute the chapter on taxation 
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TRUST COMPANIES. 

Chapter 546 of the laws of 1887, was 
an act to provide for the organization of 
trust companies, for their supervision, 
and for the administration of their affairs. 
In the schedule of the new banking act, 
which repeals this chapter, section 34 is 
exempted. That section provides the 
procedure whenever it is desired to 
change the name of a trust company; 
the power of the bank superintendent to 
order the change, after publication, 
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and the effect of the change. This pro- 
vision does not appear to be incorporated 
in the article of the new banking law, 
relating to trust companies, which su- 
persedes the previous legislation. Why 
this particular provision should be de- 
creed to remain upon the statute book, 
and yet not be included within the 
other provisions applicable to trust 
companies in the revision, is a peculiar- 
ity of legislation mysterious to the un- 
initiated. 
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THE FIXED RESERVE REQUIREMENT AND ITS EFFECT. 


HE most important feature of the 
new banking law of New York 
which takes effect this month, is the re- 
serve requirement, which is published 
elsewhere in a brief description of the 
new act. This requirement of a fixed 
reserve, it is believed, has come as a 
surprise to many bankers. A general 
knowledge was prevalent that a com- 
mission of revision were at work, com- 
piling and revising the banking statutes 
of the state, but that an addition of this 
character was to be made, was not uni- 
versally known, A bill looking to this 
end would have attracted more general 
attention. Effected in the process of 
compilation and revision, it was not so 
generally noticed. 


RESERVE REQUIREMENT, 


Every bank and individual banker in 
the state is required to have on hand a 
reserve proportioned to the aggregate 
amount of its deposits, as follows: 


In cities of 800,000 or over.... 
Elsewhere in the state 


15 per cent. 
IO per cent. 

And one half of this reserve may con- 
sist of ‘‘moneys on deposit, subject to 
call, with any bank or trust company in 
this state having a capital of at least 
$200,000, and approved by the superin- 
tendent of banks as a depository of law- 
ful money reserve.” 


DISCRIMINATION, 


The most noticeable point of the re- 
serve provision is its discrimination as 
to the depositories who may hold half 
of the reserve. Trust companies and 
state banks are favored in this respect, 





while national banks* and private and 
individual bankers, although the latter 
may have the necessary capital require- 
ment, are left out in the cold. The 
natural result of this discriminating pro- 
vision will be that many of the interior’ 
banks, who now deposit with national 
banks, and also with large private bank- 
ing houses in the principal cities, will 
transfer their accounts to some state 
bank or trust company, where it can be: 
counted as part of their lawful reserve. 
There can be seen in this legislation. 
a move in aid of the state banking sys- 
tem and against the national banking. 
system. National banks have been the 
sole reserve depositories of other national. 
banks. The national bank act has not 
designated the banks in any state sys- 
tem, as depositories of a portion of the 
reserve of national banks. Now, upon 
the adoption of a fixed reserve require- 
ment inthe New York state bank sys- 


* It has been suggested that the designation 
‘*bank or trust company” as depositories is 
broad enough to include national banks. But 
this interpretation is clearly contrary to the tenor 
of the act. In the same section the phrase 
‘* Every bank or individual banker” must keep 
a reserve, can clearly mean only state banks; 
and the term “‘ bank” as used throughout the 
act has, plainly, application to one class only, 
namely, banking corporations organized under 
the laws of the state. This interpretation may 
discommode many state banks, who deposit 
with national banks and desire to continue the 
relation by reason of the nationals’ collection 
facilities, but the fault is with the law itself, and 
not with the interpretation. It should have 
been submitted to the test of discussion and 
criticism by the bankers, of the state, who. 
might have enlightened the revisers on many 
points of banking economy. 
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tem, it is natural that only those banks 
or corporations in the system who are 
subject to supervision on the part of 
state ofhcials should be designated, to 
the exclusion of banks in the national 
system, who are not examined by nor 
report to the state. 


TRUST COMPANIES. 


But there seems a strange inconsist- 
ency of legislation respecting the trust 
<ompanies. As the national banks have 
been termed ‘‘ national favorites,” so 
must the trust companies be termed 
**state favorites.”” The legislature re- 
fuses to class them with the banks, as 
subject to the requirement of keeping on 
hand a percentage of their deposits as 
reserve. In this respect, they are not 
‘banks, but trust companies. Their de- 
posits are presumably or theoreti- 
ally, not loaned out, as are the banks, 
-by way of discounts; they are in- 
‘vested in a different manner. But 


when it comes to a competition for 
deposits, then they are banks, and not 


trust companies, in character. Equally 
with the state banks, they are authorized 
to become the depositories of the reserve 
-of state banks and individual bankers. 
For the purpose of receiving reserve de- 
posits, subject to call, the trust com- 
panies stand on the footing of, and 
ompete with, the banks; but for the 
purpose of answering the legal require- 
ment of reserve imposed upon all banks 
and individual bankers who receive de- 


THE BANKING LAW JOURNAL. 


posits, they, although likewise receiving 
deposits as banks, are made to stand on 
a different footing, and are exempt from 
the obligation of retaining a fixed per- 
centage of deposits as reserve. 


CRITICISM OF DISCRETIONARY POWER. 


Assuming that to be designated as a 
reserve depository is an advantage to 
the bank or trust company so consti- 
tuted, the question is pertinent, is not 
the discretionary power vested in the su- 
perintendent of banks too large and 
general? To be a depository of reserve, 
the corporation must have a capital of 
at least $200,000 and be ‘‘ approved by 
the superintendent of banks.” The pres- 
ent superintendent, according to the 
lists published in the newspapers, has 
approved as reserve depositories every 
bank in the state and every trust com- 
pany, who have the required capital. 
But is not a law so framed, capable of 
great abuse in the approval of special 
favorites only? 

With the national banks, it is also 
true, that the reserve depositories must 
be ‘‘ associations approved by the comp- 
troller of the currency.” But should 
not all provisions of this nature be so 
framed as to extend to every bank in 
the system, which has the required cap- 
ital and is in good standing, clothing 
the supervisory official with power to 
withhold the privilege, only when good 
reason could be shown for not conferring 
it? 
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CORPORATE BANKING 


HE legislature of Kentucky has 

been considering a new corpora- 

tion bill lately. In the article devoted 

to banking the following are the main 
provisions: 

No bank can be incorporated with a 
capital stock of less than $25,000, and 
those in cities of 50,000 inhabitants or 
more, with a capital stock of less than 
$100,000. 

Fifty per cent. of the capital stock 
must be paid in before the bank com- 
mences business, and the other fifty per 
cent. within one year. No bank is al- 
lowed to take, as security for a loan, a 
lien on its own capital stock, nor be- 
come purchaser of any of its own capital 
stock, unless such purchase is necessary 
to prevent loss on debts previously con- 
tracted. 

No one person is allowed to own more 
than one-half of the capital stock of any 
bank. No bank shall own or hold real 
estate, except what is necessary for the 
transaction of its business, fora longer 
period than five years. 

No person shall become indebted to 
any bank for a sum greater than ten 
per cent. of the capital stock, unless 
mortgage security or good collateral se- 
curity be pledged to secure the excess; 


IN KENTUCKY. 


and in no event can any person become 
indebted to a bank for an amount ex- 
ceeding twenty per cent. of the capital 
stock, 

In cities of more than 50,000 inhabit- 
ants, banks are required to keep on 
hand twenty-five per cent. of deposits. 
Smaller places are required to keep fif- 
teen per cent. on hand. Banks must 
report at least four times a year, the 
condition of the business. These re- 
ports must be signed by the president, 
cashier, and three directors. 

It is required that one-tenth of the 
net profits each year be carried to a 
surplus fund until the latter reaches an 
amount equal to one-twentieth of the 
capital stock. 

Any officer receiving, or assenting to 
deposits, knowing that the bank is in- 
solvent, is liable for the deposits and 
guilty of felony, the penalty for which 
is not less than one, or more than ten, 
years imprisonment in the penitentiary. 

No person may engage in private 
banking without a paid up capital stock 
of at least $10,000. Private banks are 
required to furnish reports of condition 
twice a year. For violations of law they 
are responsible in the same degree as 
incorporated banks, 
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CURRENT LEGAL DECISIONS. 


pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences they disclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. Further information regarding any case publishe 


herein, will be furnished on application. 


WHAT CONSTITUTES PAYMENT TO COLLECTING BANK. 


Supreme Court of California. 


STEINHART efal. v. NATIONAL BANK oF D,. O. Mitts & Co. 


x. In an action against defendant bank to recover 
the amount of a note, it appeared defendant received 
the note from the payee for collection ; that the maker 
was a customer of defendant, and that the next morn- 
ing defendant’s clerk presented the note for payment; 
that the maker wrote across its face, “Please charge 
the same to my account;” and that the clerk there- 
upon wrote on the back of the note, “Charged ac- 
count;” and then stamped thereon the date and name 
of defendant. The stamp mark meant “Canceled.” 
The clerk charged the amount of the note in the 
maker's pass book, and also in his account in defend- 
ant’s journal. The same day defendant drew its check 
in favor of the bank through which plaintiffs sent the 
note, and after business hours mailed the check and a 
letter of advice to such bank. Atthe time the note 
was presented for payment the maker was insolvent, 
but defendant had no knowledge of that fact. The 
afternoon of the same day the maker made an assign- 
ment, and immediately after ascertaining the fact de- 
fendant procured the letter from the post office, and 
canceled the check, and returned the note by mail to 
plaintiffs’ bank. There were no indorsers on the note, 
and neither plaintiffs nor their bank had any knowl- 
edge of the transactions between defendant and the 
maker until the check had been canceled. When the 
note was presented to the maker he had no money to 
his credit with defendant, but was indebted to itin a 
considerable sum. He/d, that such transaction did not 
constitute payment of the note. 

2. The maker of the note, after testifying that he 
made the assignment on February 18th, was allowed 
to testify that it took his lawyer about half an hour to 
write the assignment ; that he went to his lawyer about 
4 0’clock ; and that he had a consultation about his 
affairs with the lawyer in the morning. Ae/d, that 
this was not error. 


Commissioners’ decision. Department 
2. Appeal from superior court, Sacra- 


April 27, 1892. 


(No. 14,502.) 


mento county; JoHn W. ARMSTRONG, 
Judge. 

Action by William Steinhart and others 
against the National Bank of D. O. Mills 
& Co. to recover the amount of a certain 
note. From a judgment for defendant, 
plaintiffs’ appeal. Affirmed. - 

Rothchild & Ach, for appellants. Den- 
son & Oatman, for respondent. 


BELCHER, C. This. is an action to re- 
cover the sum of $860, money alleged 
to have been received by the defendant 
to and for the use of the plaintiffs. The 
court below gave judgment for the de- 
fendant, from which, and from an order 
refusing a new trial, the plaintiffs ap- 
peal. The facts of the case, as found 
by the court, are as follows: On the 17th 
day of December, 1888, one G. Politz 
made his promissory note to the plain- 
tiffs for $860, payable two months after 
date at the bank of defendant. They 
delivered it to the London, Paris & Am- 
erican Bank of San Francisco for col- 
lection, which bank forwarded it to the 
defendant at Sacramento, to be pre- 
sented for payment, and it was received 
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Sunday, the 17th day of February, 1889. 
The maker was a customer of the de- 
fendant, and on the morning of the 18th 
he deposited with the defendant $400 
on general account. While he was at 
the bank, at the time he made the de- 
posit, a clerk of the defendant presented 
the note for payment. The maker wrote 
across the face of the note: 


“Please charge the same tomy account. G. POLITZ.” 


The clerk then wrote on the back of 
the note: 


“Charged account. LITTLEFIELD.” 


The clerk, Littlefield, then stamped 
these words on the back of the note, 
within a square: 


“National Bank of D. O. Mills & Co., February 18, 
1889, Sacramento, Cal.” 


The square and words were in red 
ink, and understood to mean ‘‘ Can- 
celed.”” The clerk then charged the 
amount of the note in the pass book of 
the maker, and in the journal of the de- 
fendant, in his account. Before the 
close of the business hours of the day, 
the defendant drew its check in favor 
of the London, Paris & American Bank, 
upon the Bank of California, and after 
the close of the business hours invlosed 
its check in an envelope, with a letter of 
advice, addressed to the London, Paris 
& American Bank. At the time of this 
transaction Politz had no money or other 
funds on deposit with the defendant. 
Some time previous he had made his 
note, payable one day after date to the 
defendant, to cover overdrafts, for the 
sum of $3,500, which was accredited to 
his account. Allowing this note as a 
credit in account with Politz, and charg- 
ing him with the amount of said check, 
the journal of the defendant at the close 
of the business hour on that day showed 
a nominal credit in his favor of $367; 
but in fact he had overdrawn his ac- 
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count in excess of his note, then over- 
due, and moneys deposited, more than 
$2,000. At the time the defendant re- 
ceived from Politz the note for $3,500 
to cover overdrafts he was in good credit, 
but in fact insolvent, and was insolvent 
on the 18th day of February, 1889, at 
the time of the transaction out of which 
this action arose; and about 5 o’clock of 
the afternoon of that day he made a 
general assignment, under the provisions 
of the Civil Code, for the benefit of his . 
creditors. The defendant knew nothing 
of the insolvency of Politz until after the 
assignment was made. On the same 
day, and immediately after ascertaining 
that he had made an assignment, the 
defendant procured the envelope from 
the post office containing the check, and 
canceled it, and immediately indorsed 
on the back of the note these words: 


“ Charged in error. 


F. MILLER, Cashier.”’ 
“ Canceled in error. 


F. MILLER, Cashier.—”’ 


and immediately, on the same evening, 
returned the note by mail, with letter of 
advice as to what had been done, to the 
London, Paris & American Bank of San 
Francisco. There were no indorsers on 
the note due plaintiffs. Neither the 
plaintiffs nor the London, Paris & Amer- 
ican Bank knew or had any notice of 
the transaction between the defendant 
and Politz, or of the drawing of the 
draft by the defendant, until after the 
check had been canceled, and the de- 
fendant had declined to advance the 
money to pay the note. The defendant 
did not receive any money or other val- 
uable thing from Politz to or for the use 
of the plaintiffs, and they have lost no 
rights by the acts of the defendant. 
Upon these facts, the principal ques- 
tion presented for decision is, did the 
transaction between Politz and the de- 
fendant constitute a payment of the 
note? The appellants contend that i- 
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did, and that the finding that *‘ the de- 
fendant did not receive any money or 
other valuable thing from Politz to or 
for the use of the plaintiffs, and they 
have Jost no rights by the acts of the 
defendant,” was not justified by the 
evidence. The above is the only finding 
objected to, and we do not think the 
contention in regard to it can be sus- 
tained. It is not disputed that when 
the note was presented to Politz for 
payment, and he wrote on it, ** Please 
charge the same to my account,” he had 
no money in the bank to his credit, but 
was indebted to it in a considerable 
sum. The request was therefore, in 
effect, that the defendant advance or 
loan to him the money to make the pay- 
ment, and trust him till he could pay it 
back. This the defendant, supposing 
him at the time to be of good credit, 
seems to have been willing to do, but 
when, near the close of the business day, 
it learned that he had made an assign- 
ment for the benefit of his creditors, and 
was insolvent, it changed its mind, and 
concluded not to advance the money. 
It thereupon got back its check, and 
canceled it. At this stage the transac- 
tion was unknown to the plaintiffs, and 
was incomplete, and as against Politz 
the defendant had a clear right, we 
think, to do as itdid. And if it be as- 
sumed, as claimed by appellants, that 
the transaction amounted to a contract 
on the part of defendant to advance the 
money to pay the note, still it had a 
right to rescind the contract if its con- 
sent thereto was given by mistake, (sec- 
tion 1689, Civil Code;) and that it was 
so given is shown by the evidence and 
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findings. As against the plaintiffs, the © 
test as to whether the note was paid or 
not is, could they afterwards have main- 
tained an action upon it against Politz, 
the maker? It is settled law in this state 
that, when a creditor takes a note or 
check for an antecedent debt, it does 
not operate to extinguish the debt, un- 
less it is received by express agreement 
as payment. Griffith v. Grogan, 12 Cal. 
317; Welch v. Allington, 23 Cal. 322; 
Brown v. Olmsted, 50 Cal. 162; Bank v. 
McDonald, 51 Cal. 64; Comptoir D’ Es- 
compte de Paris v. Dresbach, 78 Cal. 15, 
20 Pac. Rep. 28. If, then, the check of 
the defendant had been forwarded to 
and actually received by the plaintiffs, 
it would not, until collected, have paid 
their note, and released the maker from 
liability thereon. And the fact that the 
note was mutilated, and marked ‘‘ Can- 
celed,” did not affect the plaintiffs’ right 
to sue upon it, since this matter could 
all be explained and accounted for. 
Section 1982, Code Civil Proc. In our 
Opinion, therefore, the note was not 
paid, and the finding objected to was 
justified and proper. 


(Consideration of point that the court erred in 
the admission of evidence omitted.) 


We are unable to see that there was 
any error in the ruling complained of, 
and, if there was, that the appellants 
were in any way prejudiced thereby. 
We think the judgmentand order should 
be affirmed, and so advise. 


We concur: Vancuier, C.; Foore, C. 


Per Curiam. For reasons given in 
the foregoing opinion, the judgment 
and order are affirmed. 
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DISCHARGE OF INDORSER BY NEGLIGENCE OF COLLECTING BANK. 


Supreme Court of Ohio. 


April 26, 1892. 


City Nat. Bank or Dayton v. CLinton County Nat. BANK oF WILMINGTON. 


1. Where a promissory note in the hands of an agent 
for collection is dishonored at maturity by the maker, 
it is the duty of heagent totake the usual and proper 
action required to charge the indorsers, and if, by 
reason of his neglect in this respect, an indorser is 
discharged, the agent becomes liable to his principal 
for the resulting damages. 

2. Where a promissory note, successively indorsed 
by more than one, is dishonored by the maker, the 
holder thereof may select any one ot the indorsers 
whom he may wish tocharge with liability, and notify 
him only; but if he passes by one or more of the later 
indorsers, and gives notice to an earlier one, he is not, 
for that reason, entitled to any longer time within 
which to give the notice than he would have had to 
notify his immediate indorser. 

3. Where an indorser of a promissory note has been 
discharged by the laches of the holder, a subsequent 
promise by him to pay the note will not be binding 
unless shown to have been made with knowledge of 
the laches. 

4. Where a bank, the holder for collection of a prom- 
issory note, by its negligence discharges an indorser, 
the latter is not estopped to set up his discharge, 
though the bank had at the time on deposit funds of 
the makers, which it afterwards paid out on the faith 
of an extension of time granted to the makers by the 
indorser, if, at the time the extension is granted, the 
indorser was ignorant of his discharge, and that the 
bank had indemnity within its control. 

(Syllabus by the Court.) 


Error to circuit court, Clinton county. 
The City National Bank of Dayton, 
on the 3d day of December, 1888, filed 
in the court of common pleas, of Clinton 


county, a petition, setting forth as 
grounds for relief against the Clinton 
County Bank, of Wilmington, that in 
the due course of its business it pur- 
chased, before due, of S. J. Patterson, 
the payee thereof, a certain promissory 
note, which was payable at the banking 
house of the Clinton County bank; that 
said S. J. Patterson indorsed the same; 


that after said purchase and before the 
note became due, the Dayton Bank 
forwarded it to the Clinton County 
Bank for collection; that the latter bank 
undertook to collect, or, if not collected, 
to take such steps as were necessary to 
fix the liability of the indorser; that the 
nole was not paid when due; that the 
Clinton County Bank did not protest 
the same so as to fix the liability of the 
indorser; that the makers were insol- 
vent, and praying damages for the 
amount of the note with interest. The 
Clinton County Bank answered the 
petition, denying that the note was pur- 
chased by the Dayton Bank in the due 
course of its business, but, on the con- 
trary, alleging that that bank was merely 
the agent of the indorser, S. J. Patterson, 
for its collection. It also set up as a 
defense: 

‘*That if, in fact, said plaintiff, in the due 
course of its business, did purchase from the 
payee, and become, before due, the owner and 
holder of said note, the said S. J. Patterson, as 
an indorser thereof, has not been released and 
discharged from his liability to the plaintiff as 
such indorser for the following reasons of fact : 
‘*First. This defendant duly presented to and 
made demand for payment of said note by the 
makers, Fulton & Peters, of all which said plain- 
tiff and said indorser, S. J. Patterson, had due 
notice ; and on said presentation and demand 
this defendant made arrangement for the pay- 
ment of said note, and the same would have 


been paid but forthe reasons hereinafter stated. 
Seconp. Said S. J. Patterson, after receiving 
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notice that said note had been duly presented 
to said makers, Fulton & Peters, and demand 
of payment duly made by this defendant, as- 
sumed to and did extend the time of payment 
thereof for a fixed and definite time, to wit, to 
October 25, 1887. Said indorser, S. J. Patterson, 
thereby waived formal protest and notice by a 
notary public, all of which said plaintiff then 
well knew. Tuirp, After the assignment of 
said makers, Fulton & Peters, the said indorser, 
S. J. Patterson, admitted to this defendant his 
liability on said note, and made no claim of re- 
lease by reason of any diligence on the part of 
this defendant in not formally protesting said 
note by and through a notary public. This de- 
fendant denies that it has been guilty of any 
negligence whatever, and, on the contrary, 
avers that it used due diligence for the collection 
of said note, and that the same would have been 
collected but for the reasons hereinbefore stated.” 


The affirmative matters of the answer 
were denied by the reply. The cause was 
tried to the court without the interven- 
tion of a jury, and a judgment rendered 
for the Clinton County Bank, defendant. 
The evidence, and the rulings of the 
court in admitting and rejecting evi- 
dence, were embodied ina bill of excep- 
tions. The cause was taken to the cir- 
cuit court by the Dayten Bank, where 
the judgment of the court of common 
pleas was affirmed, whereupon proceed- 
ings were instituted in this court to ob- 
tain a reversal of both of said judgments. 
Reversed. 

Gunckel & Rowe, and Mills & Van 
Felt, for plaintiff in error. Smith & 
Savage, for defendant in error. 


NO CONFLICT OF FACT. 


Brapsury, J. There is no conflict in 
the evidence relating to any material 
fact in this case. The petition avers 
that the plaintiff in error had purchased 
the note which is the subject of contro- 
versy between the parties hereto in due 
course of business before it became due. 
This, it is true, the defendant in error 
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denies, but the cashier of the plaintiff in 
error, G. B. Harmon, ‘states directly 
and unequivocally in his deposition that 
his bank purchased the paper of the 
payee, S. J. Patterson, on August 
20, 1888, five days after its date, at a 
discount of 7 per cent.; that the dis- 
count amounted to $5.07 ,—all which he 
says is shown by the books of the bank. 
Mr. Eichelberger, bookkeeper for Mr. 
Patterson, is equally explicit. No at- 
tempt is made, by the cross-examination 
or otherwise, to cast a suspicion upon or 
to discredit these two witnesses, or im- 
peach the correctness of the books of the 
bank; nor is any evidence adduced that 
in the slightest degree contradicts their 
statements. Under these circumstances 
it cannot be presumed, even to support 
the judgment rendered, that the court 
of common pleas found this evidence to 
be false, and totally disregarded it in 
making up its judgment. 


WAS INDORSER DISCHARGED? 


The real contention between the par- 
ties way whether Patterson, the indorser 
of the.promissory note, had been dis- 
charged from liability to the plaintiff in 
error (Dayton Bank) by reason of the 
negligence of the defendant in error 
(Clinton County Bank.) The note had 
been transmitted to defendant in error for 
collection, and was not paid at maturity. 
If defendant in error, by its negligence, 
had discharged the indorser, then it 
should be held liable for the damages it 
thereby caused; but if, notwithstanding 
this alleged negligence, Patterson re- 
mained liable, it should be exonerated, 
for all the duty it owed to the plaintiff 
in error, in case the note was not paid, 
was to take such action as would charge 
the indorser. When the note matured, 
the defendant in error notified the ma- 
kers, and one of them came to its bank- 
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ing house. A plain and simple duty 
then confronted the defendant in error, 
—either to require payment of the note, 
or, in default thereof, to take such 
action as, by the law merchant, was 
necessary to charge the indorser. It 
did neither. That the note was con- 
ditionally paid, is suggested. What that 
may mean in this connection is not clear. 
No doubt that, as between the holder 
and the maker of a promissory note, a 
conditional payment may be made; but 
the rules of the commercial law require 
a holder, who intends to hold an indor- 
ser liable, to give notice to the latter of 
the default of the maker. Anything 
less than a full and absolute payment is 
a default, for nothing less than that 
measures the duty of the maker. In 
this case, however, there was no con- 
ditional payment made. True, the de- 
fendant in error had in its hands the 
means of enforcing payment, but did 
nothing. It simply accepted the makers’ 
promise that, if Patterson did not give 
further time, they would pay the note. 
If the defendant in error had given no- 
tice to the plaintiff in error of the default 
of the maker, it would have discharged 
its duty, for it would have afforded the 
latter an opportunity to give notice to 
Patterson. Zawson v. Bank, 1 Ohio St. 
206. It is true that the defendant in 
error could have passed by the plaintiff 
in error, and given notice of the makers’ 
default directly to the indorser, Patter- 
son, and thus fixed the latter’s liability. 
This the defendant in error also failed 
todo. It is suggested that this failure 
was on account of ignorance of the resi- 
dence or address of Patterson. If this 
was true, it constitutes no excuse, for 
(1) the defendant in error, in that con- 
tingency, not being able to discharge its 
duty in any other way than by a notice 
to the plaintiff in error, was bound the 
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more strongly to notify the latter; and 
(2) the means of knowledge were at 
hand. Fulton, one of the makers of the 
note, was at the bank, and announced 
his intention to write to Patterson to 
obtain an extension of the time of pay- 
ment. It was apparent from the conver- 
sation that he had with the officers of 
defendant in error that he knew Patter- 
son’s address, and an inquiry of him 
would have enlightened those officers; 
but the inquiry was not made. The 
makers of the note, Fulton & Peters, in 
fact wrote to Patterson for an extension 
in the following terms: 


“ Wilmington, O., October 19, 1887. Mr. S. J. Patter- 
son, Dayton, O.—Dear Sir: We wish you would advise 
the Clinton County Bank to hold our note until Nov- 
ember sth, or, if you cannot do that, anyhow until the 
25th inst. Wecannot possibly meet it until at least 
that time; and oblige, yours, FULTON & PETERS. 


This is the only notice that Patterson 
received. 


SUFFICIENCY OF NOTICE OF NON-PAYMENT 
BY MAKER TO INDORSER, 


Whether a notice of the non-payment 
of a promissory note, given by the maker 
to the indorser, is sufficient to fix the 
liability of the latter, has not been de- 
termined by this court. The authorities 
upon the question are in conflict. The 
cases of Johnson v. Harth, 1 Bailey, 482; 
Rosher v. Kieran, 4 Camp. 87; and Chitty 
on Bills, page 496, note wu, with some 
other authorities, seem to support the 
doctrine of the sufficiency of such notice, 
while the following cases deny it: Staun- 
ton v. Blossom, 14 Mass. 116; Tindal v. 
Brown, 1 Term R. 167, per WILLEs’ 
opinion, 169, and BuLier, J., 170; 
Stewart v. Kennett, 2 Camp. 177. Nor 
is the determination of this question 
necessary now, for, if a notice given by 
the maker to an indorser should be held 
sufficient to charge the latter, yet this 
letter of the maker is faulty in that it 





518 THE BANKING 
neither states that any demand of pay- 
ment had been made, that the note had 
been forwarded to and was at the place 
of payment, or that it was due. If the 
court should go to the extent of holding 
that the indorser is bound to carry in his 
memory the due date of a note that he 
indorses, and must presume that its 
payment has been demanded at the 
proper time and place, all which is nec- 
essary to make this letter sufficient no- 
tice, was due diligence shown in giving 
the notice? The last day of grace was 
October 17th, and the letter was not 
written until the 19th, two days later. 
To constitute due diligence it should 
have been deposited in the post office in 
time to have departed in the earliest 
mail to the residence of Patterson that 
departed after business hours on the 
18th. Lawson v. Bank, 1 Ohio St. 206. 
It is true that, if the defendant in error 
had chosen to give notice of non-pay- 
ment to the plaintiff in error, the plain- 


tiff in error would have had one day 
after it received notice within which to 
give notice to Patterson, and in that 
case a notice given by the plaintiff in 
error to Patterson on the 19th of Octo- 


ber would have been in time. 1 Pars. 
Notes & B. 513; Zawson v. Bank, 1 Ohio 
St. 206. Where, however, a holder ofa 
promissory note passes by an immediate 
indorser, and serves notice of non-pay- 
ment upon one more remote, he cannot 
avail himself of the time the immediate 
indorser would have had to serve the 
remote one, if the holder had given no- 
tice to the former, but the holder in 
that case must give notice to the remote 
indorser within the same time that he is 
required to give it to the immediate in- 
dorser. 1 Pars. Notes & B. 514; Dodree 
v. Eastwood, 3 Car. & P. 250; Simpson v. 
Turney, 5 Humph. 419; Rowe v. Tipper, 
13 C. B. 249, Marshv. Maxwell, 2 Camp. 
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210, note. Therefore, if the letter of 
Fulton & Peters had been sufficient in 
form and substance to fix the liability of 
Patterson, it was mailed too Jate, and 
for that reason he was discharged. 

INDORSER DISCHARGED BY FAILURE OF NO- 

TICE. DID HIS SUBSEQUENT ACTS MAKE 

HIM LIABLE? 

This release of Patterson was an ac- 
complished fact before the makers of 
the note applied to him to extend the 
time of payment. The omission of the 
bank to require payment, or, in default 
thereof, to give the necessary notice to 
charge Patterson, was caused by the so- 
licitations of the makers, Fulton & 
Peters. The most careful scrutiny of 
the record fails to disclose that Patter- 
son, up to this time, said or did anything 
to mislead the bank, or to induce it to 
relax its vigilance, or omit any step 
necessary in law to charge him as in- 
dorser. Patterson therefore had a per- 
fect defense against any action to charge 
him as an indorser, unless, by his subse- 
quent conduct, he has forfeited his right 
to set up this discharge. A subsequent 
promise to pay, when made with full 
knowledge of the facts, has been held to 
be evidence of a demand and notice, or 
to imply a previous waiver thereof. 
Myers v. Standart, 11 Ohio St. 29; Hid- 
bard v. Russell, 16 N, H. 410; Robbins v. 
Pinckard, 5 Smedes & M. 51; Lewis v. 
Brehme, 33 Md. 412; McPhetres v. Hal- 
ley's Ex’r, 32 Me. 72; Mense v. Osbern, 5 
Mo. 544; Loose v. Loose, 36 Pa. St. 538; 
Killby v. Rochussen, 18 C. B. (N. S.) 357. 
In the case under consideration, how- 
ever, no promise to pay was made by 
Patterson, unless the following letter, 
written by him to Fulton & Peters in re- 
ply to theirs of the 19th of October, ask- 
ing for an extension of the time of 
payment, can be construed into such 
promise: 
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“Dayton, O., October 20, 1887. Messrs. Fulton & 
Peters, Wilmington, O.—Gentlemen: Yours ot roth at 
hand, and we have instructed our bank (to whom the 
note belongs, we having discounted same,)to grant an 
extension to October e2sth. Please honor it at that 
time, and much oblige, yours truly, S. J. PATTERSON.” 


If this letter should be construed to 
contain an implied promise to pay the 
note, yet, as it was written without any 
knowledge on the part of the writer that 
he had been discharged from liability, 
it does not fall within the principles 
/upon which a subsequent promise to pay 
has been held to bind an indorser. 7Z¢é- 
betts v. Dowd, 23 Wend. 379. 

Is Patterson estopped to set up his 
discharge by reason of his letter of the 
2oth of October, 1888, granting an ex- 
tension to the makers of the note? On 
October 17, 1883, the day the note ma- 
tured, one of the makers, Fulton, was 
called into the bank, and his attention 
directed to it. The makers then had 


funds in the bank which could have been 
applied to its payment, but upon Mr. 


Fulton’s representation that his firm was 
pressed for means, it was induced to in- 
dulge them until they could apply to 
Patterson for a short extension of the 
time ot payment, promising to pay it if 
Patterson refused to extend the time. 
After two days’ delay, they wrote the 
letter of October 19th, to which they re- 
ceived, in answer, Patterson's letter of 
the zoth, granting the favor, of which 
the bank was at once advised, It there- 
upon continued to receive and pay out 
for the makers large sums of money, 


until November 1, 1888, on which day 


the makers assigned their property in 
trust for their creditors, having assets 
‘sufficient to pay only a few cents on the 
dollar of their indebtedness. Nodoubt, 
but for this letter of Patterson’s, the 
bank would have charged this note 
against the maker's deposits, and in that 
way secured its payment. If Patterson 
had been informed of these facts, and 
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chose to grant an extension to the ma- 
kers, and the bank, relying thereon, had 
paid out all the funds of the makers, 
before the assignment was made, and 
thus lost its means of indemnity, he 
should be heid to abide the consequences. 
But he had nv such knowledge. He 
neither knew that he had been dis- 
charged by the bank’s neglect, nor that 
the bank had indemnity within its con- 
trol. His granting the extension was 
an innocent act in itself, and he should 
not be charged with consequences that 
he had no reason to suspect would flow 
from it. On the contrary, the bank, de- 
fendant in error, was an actor in the 
entire transaction. With means of pay- 
ment in its hands, it chose to indulge 
the makers in direct violation of its duty 
to the plaintiff in error. It knew this 
indulgence was granted to the makers 
of the note expressly to enable them to 
apply for an extension of payment to 
one who, upon the face of the paper, 
was only liable im case it did the very 
duty that it must of necessity violate to 
grant the indulgence; and when the 
letter from Patterson was made known 
to it, and it proceeded to act upon the 
extension granted, it had no reason to 
believe that he had granted the extension 
with knowledge of the facts, and it took 
no action to advise him of their existence. 
Under these circumstances, the defen4- 
ant in error must be held to have as- 
sumed the risks that naturally flowed 
from its actions, one of which was that 
Patterson might avail himself of a de- 
fense thus afforded to him by its own 
negligence. As upon the undisputed 
facts the judgment should have been for 
the plaintiff in error, it becomes unnec- 
essary to consider the other questions 
that arise upon the record. 
Judgment reversed, and cause 
manded for further proceedings. 


re- 
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ABSTRACTS AND NOTES OF CASES. 


What Constitutes Due Diligence in Sending Notice of Protest. 


BACON v. HANNA, N_ Y. Supreme Court, General Term, Fifth Department, January 22, 1892. 


This case should be taken note of by notaries 
public throughout New York state, as an im- 
portant illustration of the diligence necessary in 
sending notice of protest in order to hold in- 
dorsers, Relying upon directories solely, it will 
be seen, will not justify a notarial misdirection. 
Other things must be done to constitute due 
diligence, Facts within the notary's knowledge, 
or presumably within it if he exercised reflection 
over past events ; facts which he might readily 
ascertain by inquiry and investigation, and even 
a knowledge of law, (in the present instance, the 
law that requires a supervisor of a town to be a 
resident of that town) all may weigh in a con- 
sideration of whether the notary has exercised 
** due diligence ” in sending notice. In the case 
decided, the facts shown were adjudged in- 
sufficient to constitute due diligence, and an 
indorser, notice to whom had been sént to a 
wrong address obtained from a directory, fol- 
lowed by correct notice twenty-seven days later, 
was held released from liability. The facts and 
opinion of the appellate court are as follows : 

‘* This action was brought against the respond. 
entas an indorser upon a promissory note, which 
fell due June 10, 1890. The respondent was an 
accommodation indorser. The sole question 
presented upon this appeal is as to whether the 
note was properly protested as to the re- 
spondent. 

‘“*There was no conflict in the evidence, and 
hence the question whether due diligence was 
used in protesting the note was for the decision 
of the court. Questions of diligence having been 
reduced to a good degree of certainty by com- 
mercial usage and a long course of legal de- 
cisions, they assume the character of questions 
of law, and when the facts areascertained, what 
is diligence is a question of law. Daniel, Neg. 
Inst., § 1058, SPENCER V. BANK, 3 Hill, 520. The 
note at the time it fell due was the property of 


the banking house of McKechnie & Co., Canan- 
daigua. The notary protesting the note was its 
cashier, He duly demanded payment of the 
note the day it matured, Payment was refused, 
and he gave due notice thereof to the maker and 
the prior indorsers, The notice to the respond- 
ent he deposited in the post office at Canan- 
daigua, directed to him, ‘‘ Canandaigua, New 
York,” June 10, 1890, The notice was subse- 
quently, and about July 7, 1890, redirected to 
the respondent to a post office in the town of 
Hopewell, in which town he resided, and he 
received the same on the said 7th day of July. 
The respondent had been for many years a resi- 
dent of the town of Hopewell. His post office 
address was Chapinville, in that town, He had 
never received his mail matter at the Canan- 
daigua post office, The notary had known the 
respondent for many years. He had often seen 
him about the post office, but had never seen 
him receive any mail from that office. The re- 
spondent was the supervisor of the town of 
Hopewell for the year 1890, which fact was 
known to the notary at the time of sending the 
notice. The notary testified that he had been 
to the respondent's house, but not knowing the 
boundary line between Canandaigua and Hope- 
well he was not certain in which town he re- 


‘sided. On the day of sending the notice of pro- 


test he consulted Boyd's Directory for the year 
1890 to ascertain the respondent’s residence and 
found therein the name ‘‘ Morris W. Hanna, 158 
Canandaigua,” and supposing that to be his 
residence, addressed to him the notice as stated. 
Boyd's Directory was published in the city of 
Syracuse, and was used largely by bankers and 
notaries for the purpose of ascertaining the 
residences of people. Six months prior to pro- 
testing the note in suit, the notary protested a 
note of which the one in question was a renewal 
and upon which note the respondent was an in- 
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dorser. In protesting that note, he mailed the 
notice addressed to respondent at the Chapin- 
ville post office, in the town of Hopewell; but 
in that instance there was appended to the name 
of the respondent indersed upon the note, the 
word ‘‘Chapinville.” The respondent testified 
that he was residing in the town of Hopewell at 
the time the note was protested, and had resided 
in that town for more than twenty years; that 
he was the supervisor of that town for the year 
1890, and that he had never received any mail 
matter from the post office at Canandaigua. The 
first notice he received of the dishonor of the 
note was by letter on the 7th of July, 1890. At 
the close of the evidence the court held that the 
plaintiff had failed to show due diligence in pro- 
testing the note, and refused to submit any 
question to the jury, and dismissed the plain- 
tiff's complaint. 

The respondent being a resident of the town 
of Hopewell, the notice should have been ad- 
dressed to him to a post office in that town. 
Chapter 141, Laws 1835, § 1. We think the trial 
court correctly held that the appellant had failed 
to show due diligence in protesting the note, 
While the notary had an impression, as he testi- 
fied, that the respondent resided in Canandaigua, 
he was uncertain about it. 

He knew the respondent was a supervisor of 
an adjoining town. A supervisor must be a 
resident of the town he represents. 2 Rev. St. 
(8th Ed.) p. 889, § 11. The notary would have 
readily learned had he inquired of business men 
in the village of Canandaigua, where the re- 
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spondent resided. He wouid have learned, had 
he inquired atthe post office in Canandaigua, 
that the respondent did not receive his mail 
matter at that office. He chose to rely upon an 
indefinite impression as to the respondent's 
residence, and the information derived from 
Boyd’s Directory, and neglected means which 
were at hand. The entry he found in the direc- 
tory read: ‘‘ Hanna, Morris W., 158 Canan- 
daigua.” No street is mentioned unless the 
meaning of the entry was that his residence was 
158 Canandaigua street. The notice was not 
directed to any street number. He was not 
justified in relying solely upon the directory. 
BANK v. De Groot, 7 Hun, 210, The court 
held, on the evidence presented, that the owner 
of the note did not exercise due diligence to as- 
certain the correct address of the respondent, 
We think the court correctly excluded the evi- 
dence as to the inquiry made by the notary 
when he purchased the directory as to how the 
residences and the post office addresses of the 
people were acquired. It was not stated of 
whom the inquiry was made, whether of any 
agent who was offering to sell the book, or that 
the person inquired of had any personal 
knowledge as to how the information was ob- 
tained. The question as to whether the notary, 
at the time he protested the note, recollected 
about the protest of the prior note was imma- 
terial, The question was not as to the good 
faith of the notary in directing the notice, but it 
was a question of diligence. The judgment 
appealed from should be affirmed.” 


General or Special Deposit. 


Wetherell v. O’Brien, Supreme Court of Illinois, January 18, 1892. 


Melville T. Roberts conducted a banking 
business in Chicago. His bank was called the 
‘ Thirty-first Street Bank.” Roberts failed 
and assigned June 27, 1890. Before the failure 
Ellen O’Brien went to the bank, and delivered 
$1,900 to Ruberts, stating she wished to leave 
it with him until he could invest it. A -regular 
Savings deposit account was opened, and pass- 


book issued. 

The court holds the facts do not make out a 
case of bailment or special deposit, wherein the 
identical thing must be restored; but show a 
general deposit, where the banker's obligation 
is a debt. Consequently, Ellen O’Brien must 
share PRO RATA with the other creditors, and is 
not entitled to be paid in full from the assigned 
estate, 
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Recent Cases Involving Status of Parties to Collections on Insolvency. 


That unlooked for event, insolvency of a col- 
lecting bank, is the parent, frequently of nu- 
merous legal controversies involving the ques- 
tion of title to the money collected—whether 
the claimant stands in the relation of creditor 
to his defunct agent, or whether the latter holds 
the proceeds intact as trustee for the claimant, 
who is still entitled to recover them in full, as 
owner, 

The failure of the Maverick National Bank of 
Boston, whose widespread advertisements 
brought to it a large collection business, has 
generated the usual crop of legal controversy 
and decision upon this subject. 


TITLE TO PROCEEDS VESTS IN INSOLVENT COLLECT- 
ING BANK, ALTHOUGH NOT RECEIVED IN ACTUAL 
MONEY. 


In Franklin County National Bank v. Beal, 
Receiver of the Maverick, decided by U. S. 
circuit court, D. Massachusetts, March 11, 1892, 
the following situation is presented. 

Maverick was the agent for collection of 
Franklin, c-editing checks when received, and 
drafts and notes when advised of payment. 
Upon these credits it allowed interest. When 
ever credited checks were returned unpaid, 
they were charged back. Franklin was also 
agent of Maverick for col’ections in Greenfield, 
Mass. The an,ounts collected were not kept 
separate by either bank, but the money was 
mingled with the general funds. 

Maverick suspended October 31, 1891. One 
of its last transactions was the receipt, on that 
day, of a check from Brown, Durrell & Co. for 
$10,000 in payment of their note then maturing, 
which had previously been owned by Franklin, 
and had been forwarded to Maverick for “ col- 
lection and credit.” Upon receipt of this check, 
Maverick entered the amount on its books to 
the credit of Franklin, and shortly thereafter 
suspended. The check passed into the hands 
of the examiner upon failure of the bank, and 
its proceeds came into the possession of the re- 
ceiver, 

Franklin brought suit against Maverick’s re- 
ceiver, Beal, contending that at the time of the 
failure, Maverick held the check as agent of 


Franklin, and was entitled to its proceeds. 
The receiver contended that the Maverick, 
having given Franklin credit for the note a 
paid, the relationship between the two became 
that of simple debtor and creditor, the title to 
the check received for the note passing to Ma- 
verick atthe time of credit. The court holds that 
in view of the course of dealing, the Maverick 
bank, after the credit, stood in the relation of 
debtor tothe Franklin bank, and it became a 
part of the Maverick’s assets. Judge Colt said: 

‘‘When payment was made and credit given, 
it seems to me the Maverick Bank ceased to be 
agentof the complainant and the relationship 
between the two became that of debtor and 
creditor. This proposition is based upon the 
general course of dealing between the parties, 
and it might not be applicable to the case of a 
single note, sent by one bank to another for 
collection and remittance, The real contention 
on the part of the complainant relates to the 
form of payment. It is not seriously questioned 
that, if the bank had received payment in 
money which had been mingled with the gen- 
eral funds of the bank, the complainant could 
not follow the specific fund, but could only come 
in as a general creditor. I do not think any 
sound reason has been advanced for drawing a 
distinction between a payment in money and a 
payment by check under the facts presented in 
tnis case. * * * So far as the conclusions 
reached by the courtin Levi v. BANK, § Dill. 104 
are inconsistent with this opinion, I do not 
agree with them,” 

(For a summary of the conflicting decisions as 
to the point of time when the paper has been 
collected by, or the proceeds paid to, the de- 
pository bank, and its status changes to that of 
owner and debtor, see 4 BANKING Law JOURNAL 
354.) 


DEPOSIT IN INSOLVENT BANK RECOVERABLE IN 


FULL ON GROUND OF FRAUD. 

A further decision growing out of the Mave- 
Bank failure is Ciry OF SOMERVILLE Vv. BEAL, 
U. S, Circuit Court, D. Mass., March 14, 1892. 
The city treasurer deposited certain checks with 
the Maverick, the day of the failure, the amount 
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of which was passed to the credit of the city. 
HELD, that on the facts, the title to the checks 
passed to the bank, and the relation of debtor 
and creditor was created; but taking into 
consideration the further allegation that the 
bank was irretrievably insolvent, and closed its 
doors fifteen minutes after receipt of the deposit, 
these facts would constitute such a fraud as 
would entitle the depositor to a return of the 
checks or their proceeds. 


TRACING TRUST FUNDS, 


A further case, lately decided, and embraced 
in this general subject, is the MERCHANTS AND 
FARMERS BANK v. Austin, U. S. Circuit Court, 
N. D. Alabama, October 27, 1891. 

A Mississippi bank sent to an Alabama bank, 
certain collections with instructions to remit 
the proceeds to the Chemical National Bank of 
New York to the credit of the Mississippi bank. 
The money was collected by the Alabama bank; 
it was not remitted as directed, but mingled 
with its general cash. Subsequently the Ala- 
bama bank failed, and the Mississippi bank 
sought to recover the proceeds from Alabama's 
receiver, in full, on this theory: That the rela- 
lation of the complainant to the defendant bank 
was not that of debtor and creditor, nor that, 
even, of bank and its depositor, but that there 
was a trust relation subsisting between them ; 
that the complainant bank sent the bills in ques- 
tion to the defendant bank, and employed it as 
its agent or bailee to collect and remit accord- 
ing to specified instructions ; that the defendant 
collected the bills, and, in violation of its in- 
structions and duty in the matter, mingled the 
proceeds with the mass of assets of the bank, 

The court, however, holds after exhaustive 
consideration, that under the facts the Alabama 
bank did not become a trustee so that the fund 
could be followed into the receiver's hands, it 
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appearing that the business was carried on, and 
money paid out, for several days after the col- 
lection was made, before the bank suspended. 

The court refused to apply the new or modi- 
fied rule of equity that it is‘ not necessary to 
“* trace the trust fund into some specific property; 
if it can be traced into the estate of the default- 
ing agent or trustee, this is sufficient,” on the 
ground that it was inapplicable to the case at 
bar, saying : 

‘** This is not a case for the application of the 
rule invoked here by the complainant, To recur 
to the illustration of the trust-estate being in 
the dag, and that a court of equity will put its 
hand into the bag, and take out the same 
quantity as that which, by a misapplication, the 
trustee putin. This bag is not shown to have 
been closed and inviolate, but it appears that 
the money was going out as fast as it was put 
in, and the collection of complainant's bills did 
not in fact increase the general assets of the 
bank, but rather, that they were part and par- 
cel of the funds which were lost in the wreck of 
the bank.” 

The Mississippi bank was declared to be on 
the plane of a general creditor only. 


Credit by Collecting Bank not Equiva- 
lent to Payment of Proceeds. 


United States Nat. Bank v. National Park Bank, N. Y. 
Court of Appeals, Dec. 22, 1891. 

An agent for collection received payment 
upon a forged draft, and gave its principal 
credit for the amount on its books. This is 
declared not equivalent to paying over the 
proceeds, which must be done in actual money 
in order to absolve the agent from liability to 
refund, 
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STUDIES IN DOMESTIC EXCHANGE. 


Outline of Questions Propounded to Bankers. 


1. VOLUME OF DISTANT COLLECTIONS. 


1. Size of place. 2, Aggregate amount of distant collections received daily or weekly. 3. 
i Proportion going to bankers who credit at par in return for reciprocal favors. 


2. COMPENSATION OF DEPOSITARY BANK. 


1. Do banks in your locality now receive adequate remuneration from depositors for the making 
of distant collections? 2. If no, is it not possible for the banks of any place tocombine and urgea 
fair schedule of prices? 


3. COMPENSATION OF END COLLECTING BANK. 


1. Do banks at the place of payment charge and receive adequate compensation for the collec- 
tion of transmitted items, or for work resulting in non-collection and return of dunning drafts? 


4. A COLLECTING AGENT OF COLLECTING AGENTS. 


What do you think of the plan for any large city, proposed in New York, viz.: Establish a na- 
tional collection bank, which shall do an exclusive collection business, and purchase at a discount 
less than present cost of collection, from other banks, their out-of-town items? Could such a bank 
inaugurate more economical methods, and thus do the business cheaper, than individual banks? 
Do you think that a central collecting bank egent would be supported by its neighboring banks, or 
that in this respect, the latter would find it better for ‘‘ every tub to stand on its own bottom?” 


5. BOOK ENTRIES. 


An important branch of this subject is comprehended under this title. Your suggestions would 
be valued respecting any forms of books, and character of entries, deemed an improvement over 
present methods, in the entry of distant collection items, and following them up, if unadvised. 


6. COLLECTION MACHINERY. 


Present collection machinery is well known. Its intricacy of detail need not be described, A 
million items, payable in every nook and corner of the country, are deposited for collection in con- 
siderable bulk in large cities, and singly and in groups all over the country. Present machinery 
embraces: 


1. Direct transmission to place of drawee and direct return of draft in payment. 
2. More largely, roundabout transmission through reciprocal banks, and roundabout return. 


Every item goes alone, or part of the distance in company of fellow travellers, to the place of 
payment. This involves separate envelope, postage stamp, address and letter of transmission, for 
the single item or the small group, by every bank who receives it for transmission; and correspon- 
ding labor and expense on return journey of remittance. Cannot the famous American ingenuity 
for labor-saving methods better this condition of things? Your views are requested upon: 


1. Whether a national clearing-house (where all items would first go to one central point, there 
to be offset against each other in place of separate remittance by drawee, with reasonable time of 
rejection after reaching local drawee) would be feasible? 

2. Could the existing clearing-houses of the country be thus used as labor-saving machines for 
stated areas? 

3. Any other method you could suggest as practicable, which would result in greater economy 
of time, labor and expense, with equal or greater safety? 






















A Classification of Domestic Exchange. 





{From John Caro Russell, Cashier National Bank of Republic, St. Louis, May 28, 1892.] 

T appears that domestic exchange is of sever- for collection, items on country points in our 
al kinds. territory. 

I. Some of our correspondents wish to send us 

We have exchange in the shape of col- .all the trash they can work off on us, and have 

lections from city banks, that is, banks at it put to their credit, giving us a little cash ex- 

-other reserve cities than our own, sendingto us, change, or exchange on our points along with 


te 
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the bad. They wish to get as much interest on 
such balances as they can. It appears that in 
giving our correspondents credit for exchange 
of this class, half of their balances are fictitious 
balances, or balances created by our loaning 
them money, and if we pay them interest on 
their balances, say for instance if they have a 
balance of $40,000, half of this balance will be 
fictitious, and we will thereby pay interest on 
twice as much as we really have in cash, Say 
half of it will be uncollected, and half collected. 
If we were to pay 2 per cent. on such a balance, 
we would be paying 4 per cent. on the actual 
cash balance with us. This kind of account is 
very unprofitable to all banks, and they are see- 
ing the point and are getting rid of such, or 
reducing them to a no.interest basis, and charg- 
ing them for remittances of their balances as 
they call for them, or remitting for them, say 
twice a month. This class of out-of-town busi- 
ness is the kind that causes so much criticism of 
the banking business at present, and will have 
to be remedied, as it is causing a great many 
collections to be sent in roundabout ways, in 
order to have them collected at par. One bank 
trying to load off its unprofitable and non-paying 
collections on other banks. 


II. 


Another class of collections comes from coun- 
try banks to us, say from small banks in the 
country. Ninety-five percent. of the collections 
or exchange coming from these banks are cash 
items, or exchange on large points, such as 
cotton bills of lading exchange, drafts for ship- 
‘ments of cattle, or collections on large banks. 
This class of business is very profitabie, as these 
collections can be sent direct to our correspond- 
ents, at large points, and drawn against, at our 
pleasure. 

The difference between a country bank ac- 
count and a local depositor, is that the country 
bank account is more active than the local de- 
positor’s, and itis customary to pay him interest 


on his balances. 
III. 


Another class of exchange is given us by our 
wholesale merchants, who deposit checks from 
their country customers as cash, such items 
throwing the money of the banks into the country 
or in adirection where they cannot draw against 
such collections or cash items, and puts them in 
the same shape as collections from our neighbor- 
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ing city banks, or banks at other reserve cities, 
This class of exchange is also not desirable. We 
are not seeking to make any more reciprocal ac- 
counts on the old basis, but are arranging to 
give and receive, to our correspondents, a busi- 
ness which will be mutual. The collection busi- 
ness is getting to be costly, rather than a paying 
business. 

Our proportion of foreign collections is not as 
large as formerly. 

The proportion of banks who return reciprocal 
favors has been reduced of late, as the collection 
business has become a nuisance, The remuner- 
ation is not commensurate with the amount of 
work, and cost. There is very little charging on 
collections, and there is no bank making any 
great amount on collections just at present. 

A national clearing house we do not think the 
thing, as in our opinion it would not work. The 
existing clearing houses could not under any 
circumstances do work of this kind. We would 
suggest that this can be done only through banks 
at reserve cities transacting the business for 
their country correspondents and giving such 
facilities to other banks at large reserve cities as 
they can offset. The making of collections all 
over the country has gone too far, and is being 
by degrees cut down and brought into line. It 
must be brought to a paying basis. The banks 
who have done the large collection business over 
the country have come to grief. A great many 
of them have built up large deposits by doing a 
great deal of free business, but have had to pay 
so much for it that they either have not made 
money, or have become speculators in a vain 
attempt to make money out of such deposits. 

The system will soon be remedied, as the 
different bankers associations over the country 
have it under consideration and have discussed 
it, and they have all come to the conclusion that 
a remedy must be effected, that the giving of 
so many credits on checks and drafts create 
fictitious balances, which is not good bankiug, 
and that it cannot stand close scrutiny. 


IV. 


This class consists in drafts drawn in favor 
of wholesale merchants and others on large 
commercial points against balances to pay bills 
and obligations. This class is so simple that it 
needs no discussion and is only named to com- 
plete the subject. 
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Competition Obstructs Improvement. 





(From N. B. V., Madison, Wis., June 2, 1892.) 


Editor Banking Law Journat: 

In compliance with your request, I give you 
the information desired, which perhaps is a fair 
average of banking in localities, having like 
ACTUAL capital employed, and about the same 
population—the average of country banks. 

Capital,$100,000; surplus,$100,000; undivided 
profits, $40,000, with three other banks, whose 
aggregate capital engaged (or last reported) is 
$473.000, altogether, $713,000. I can only 
give reliable figures for one bank here, to-wit: 
The aggregate amount of distant collections re- 
ceived WEEKLY, is $93,000, at least nineteen- 
twentieths of which is credited at par. 


COMPENSATION OF DEPOSITORY BANK, 


In reference to compensation of depository 
bank, itis merely nominal, except as to recipro- 
cal favors, and I see no way to effect a change 
for the better, while competition continues as at 
present, the only remedy being that of each 
getting for themselves the best—least expensive 
—facilities they can, 


PRESENT COLLECTION MACHINERY INTRICATE. 


The machinery for collection, as employed by 
quite too many bankers, has become intricate, 
through indirect channels, and until such 
find themselves subjected to loss by their round- 
about system (as sooner or later they must) by 
reason of neglect in promptly collecting as they 
should, the practice will continue. I have be- 
fore me, as an instance, a check of $2.45 upon a 
bank here, sent to Cincinnati, O., thence to 
Springfield, Ills., from there to Bloomington, 
Ill., thence Minneapolis, Minn., (passing di- 
rectly by the payor) back to Chicago, and thence 
to payor at Madison, Wis., having been thirteen 
days en route, of over fifteen hundred miles, 
through five banks, before reaching the payor, 
all to save say ten cents collection and exchange; 
the postage and stationery costing much more, 
to say nothing of additional risks. 


ORIGIN OF THE EVIL, 


This is no uncommon case, and comes from 
the custom of crediting such items at par, bid- 
ding for business, and a business which in itself 
is done ata loss, beside the risk incurred should 
the check be dishonored upon presentation, that 


would probably have been paid if presented in 
due time. There is no question of the liability of 
a bank that fails to present a collection within 
a reasonable time after receiving it—*‘ due dili- 
gence ” is required. 


A NATIONAL COLLECTION BANK, 


The establishment of a national collection 
bank in New York, to doan exclusive collection 
business, might act as a collection clearing 
house FOR BANKS IN THE CITY, but the outside 
banks would naturally send their items to their 
regular correspondent, whoin turn would trans- 
mit them to their country correspondent where 
payable, or the nearest point thereto, and each 
avail themselves of the inducement offered as 
now, to credit same at par. If the national col- 
lection bank charged anything, as it must, the 
country bank better pay such charge to its reg- 
ular correspondent, and save time in getting re- 
turns. The banks themselves are at fault for 
the custom. [If it cost ALL banks something to 
collect items outside the city, they would make 
a correspouding charge to their customers. The 
day appears to have gone by when banks in the 
well settled states can profit directly by their 
collection and exchange business, 

Our country extends over too large an area, 
to be covered by one collection agency. No 
national collection clearing house would receive 
much outside patronage, or from banks ata dis- 
tance. It necessarily would retaid, rather than 
facilitate returns, as compared with the present 
system when carried out in regular course— 
without circumlocution. 


REGULAR RATES OF EXCHANGE, 


While many complain of the instability and 
irregular rates of exchange, the circumstances 
and locality must govern this. When and wher- 
ever money is more needed than exchange, the 
latter will be at a discount, and vice versa, 


IMPROVEMENT NOT TO BE HOPED FOR, 


There are too many banks, with too active 
competition, to give hope for any improvement. 
If the compavatively few railroads will not 
abide by their frequent agreements, what may 
we expect of the many banks, little and big, 
throughout the country. As you remark, ‘‘Every 
tub must stand on its own bottom.” 
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From a Dakota Banker’s Standpoint. 


(From H. L, Crandell, Drayton, N. Dak., May 25, 1892.) 


Editor Banking Law Journal: 

Dear Sir :—Referring to your article on Col- 
lection of Domestic Exchange, will submit 
herewith the following answers. 


VOLUME OF DISTANT COLLECTIONS, 


No. 1.—400. 
‘* 2,.—Average weekly, $11,000. 
** 3.—Practically all. 


COMPENSATION OF DEPOSITORY BANK. 
No. 1. We think so, 
A COLLECTING AGENT, 


I do not think the plan proposed as I under- 
stand it is practical, because no bank which 
employs only its own capital can aftord to wait 
for returns as cheaply as a bank which has use 
of aline of deposits. Among small banks where 
the ratio of expense connected with collections 
is large, and their line of deposits small, such a 
bank might be a benefit, but small banks can 
usually make satisfactory arrangements for 
collecting through a large bank which will in no 
way compete with its business. 


If the collecting agent accepts deposits it 
would immediately come in competition with 
some banks who would refuse to co-operate in 
collections. 

It seems to me that it might be practical in 
the large cities if an office centrally located could 
be maintained where all banks would deposit 
foreign collections each day and receive credit 
as fast as items were paid, each bank paying 
its share of expense in maintaining such office. 
It is doubtful if even this would be any advant- 
age to large banks whose business alone employs 
a smooth working force in this department. 


COLLECTION MACHINERY. 


No. 1. Do not think it would. 

No. 2. I think that some plan might be 
arranged along that line, choosing cities where 
the trade of certain districts naturally centres, 
but a question like this opens up so many side 
issues that any plan would need considerable 
discussion before it would be known just how 
it would act. 


Present Methods Must Be Improved. 


(From E. S. C., New Brunswick, N, J., May 27, 1892.) 


Editor Banking Law Fournai. 

DEAR S1R:—There is no doubt, I think, that 
the problem of domestic exchanges must be 
solved through the banks improving the present 
methods of making collections. 


THE COUNTRY CHECK A PERMANENCY, 


The country check will be used, and there are 
many reasons why the country merchant should 
prefer sending his own check on his local bank. 
This gives him aconvenient form of evidence of 
payments and saves him considerable trouble in 
buying exchange—as well as some expense. It 


will avail nothing to seek to persuade the mer- 
chants to buy exchange on some financial 
centre—particularly while wholesalers are so 
eager to effect sales. 

Taking up the points in your article on this 
subject, | would say that in the bank in which 
the writer is connected, in a city of 19,000 inhab- 
itants, with two banks, fully nine-tenths of our 
foreign items go to regular correspondents who 
reciprocate, payments being credited and ad- 
vised, and settlements made at stated times, 

COMPENSATION OF DEPOSITORY BANK. 
We make it a rule to send items over $200 on 
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points not directly reached by our reciprocal cor- 
respondents, direct to a bank in the town where 
payment is to be made. Ourrule is to charge 
to our dealer the exchange actually paid. We 
lose the time taken to collect checks, but in dis- 
counting foreign notes add enough days to cover 
time to actual receipt of proceeds. I believe that 
the banks in any locality could combine to es- 
tablish a fair schedule of rates for their dealers 
and for their correspondents. 


A NATIONAL COLLECTING BANK IS FEASIBLE, 


It would seem that a scheme of ‘a collecting 
bank is feasible. I do not deem it practicable 
for such a collecting agency to discount the col- 
lections, It would seem to be enough to insure 
the success of such an undertaking to have it 
greatly reduce the labor and clerical force and 
exchange charges of the banks using it. There 
is no doubt that one institution could receive the 
country checks taken by the many banks in a 
large city, mail them home and receive returns 
for them, all with a far smaller clerical force 
than the total force required for the purpose by 
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the banks themselves acting individually, and 
consequently effect a great saving in expense. 
It could certainly be relied upon to make returns 
as rapidly as any bank could make them alone, 
except where the latter has advantageous recip- 
rocal accounts; in such cases each bank can re- 
serve the right to make its own collections. 

There are doubtless methods which are suffi- 
ciently easy and correct in theory and which 
appear to solve this difficulty, but which when re- 
duced to practice would result in failure through 
the disinclination of bank men to make any 
sudden and radical change. If, in New York, 
for instance, the banks would for themselves 
try the experiment of putting their country 
checks in the hands of a central agency, pay- 
ment to be made to each bank daily as received 
by the agent, expenses to be met by assessment 
upon the banks using the agency, the agent be- 
ing pledged not to divulge any business—if the 
banks would try some such experiment, a suc- 
cessful solution of the problem would in all 
probability grow out of it. 

E, S. C. 


Compensation of Texas Banks. 


THE NATIONAL BANK @F FORNEY, FoRNEY, Texas, May 23, 1892. 


TEXAS BANKS NOW CHARGE FOR COLLECTIONS, 


Editor Banking Law Journal: 

Dear Sir:—The collecting of domestic ex- 
change is no longer of interest to the country 
banks of Texas. We charge on every thing, let 
it come from whom it may. There are a few 
**tender feet” who still stick to the old way 
because they fear a neighbor, At our last 
bankers’ convention the expression was unani- 
mous in opposition to the crediting of items at 
par. This position on the part of the country 
bankers makes it certain that the collections are 
going to cost regular charges. Now if the city 
bank wishes to make the collections for nothing 
and pay us our charges besides, then it may be 
possible that the stockholders of the said bank 
may in time ask some ugly questions of the di- 
rectors. 

HOW THE EVIL ORIGINATED. 


The vicious system, of the city bank giving 


their customer credit at par for country collec- 
tions, was the offspring of the action of the 
country banks in accepting from the city banks 
their offer to collect on certain points at par; for 
when we accept such a proposition, we are 
morally bound to reciprocate, and as a conse- 
quence, the moment we accept their offer, we 
are added to their par list, and thus the evil is 
increased. 


HOW CHECKS MIGHT GO DIRECT, 


The idea of one bank in New York City to do 
all the collecting for the other banks is a mere 
matter of expediency, and the offspring of the 
vicious system of collecting now in vogue. Of 
the value of such an expediency, it is impossi- 
ble for the man in the country to judge. I am 
inclined to think that the clearing house could 
be used toa better advantage by passing checks 
on country banks into their city correspondent. 
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The country bank could have the name of its 
correspondent printed on the back of all checks 
and this plan would allow the check to go direct 
to its place of payment. The idea has been 
suggested by a correspondent in ‘‘ The Ameri- 
can Banker.” 


SOLUTION OF THE QUESTION, 


The adoption of this plan in connection with 
the position of the country bank to make a reg- 
ular charge for all collections, will solve the 
question at once, and bring the service to its 
cheapest and most effective position, 
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The question is, with the retail man, How 
can I pay my wholesale merchant what I owe 
him at the least cost? The banks answered this 
question by saying, Send your check on your 
local bank to your merchant in the city and we 
will give him credit for it at par, and through 
our reciprocal accounts we can collect it at the 
expense of the bank on which itisdrawn. The 
country bank sees the point, and so the cost of 
remittance will have to go back down the line 
until it falls where it belongs, on the sender. 

Yours truly, 
G. W. VorERs. 


Charges may be Maintained by Concerted Action. 


William C. Cornwell, cashier of the Bank of Buffalo, N 
April 8. i be are here reproduced together with a wShediule 


kindly furnis 

‘““Mr. James G. Cannon, Vice-President of 
the Fourth National Bank, strikes the key- 
note of this whole business when he says: 
‘If the banks in New York would take some 
concerted action in reference to charges for ex- 
change on country checks, there would be no 
difficulty in handling the matter to the satisfac- 
tion of all parties interested.’ 

‘*Let me tell you something about the ex- 
perience of the Buffalo banks in this matter, 
from 1882 to 1891, as it is somewhat unique. 
Previous to 1881 there was the fiercest imagin- 
able competition between banks, and the most 
deplorable cutting of all kinds of rates. Under 
this tremendous cross-fire, the charge to city cus- 
tomers for exchange on country checks melted 
out of existence, In 1881 the banks came to- 
gether to discuss matters, formed an association, 
and formulated a list of charges for exchange 
which was to be binding on all. The endeavor 
was to make these charges as fair all around as 
possible—in no instance were they excessive, 
and the interests of the merchants and business 
men were carefully consulted. The charges 
were put in operation tentatively with reference 
to reconstruction here and there along the line, 
so as to conform tothe requirements of the local 
situation, and not to discriminate against Buffalo 
business in its relations to that of other cities. 
The result was that in a year the schedule had 
been so thoroughly perfected that it has re- 


Digit his views to the N. Y. Avening Post on 
the Buffalo rates, which Mr. Cornwell has 


mained in operation for nine years with scarcely 
a change, closely and conscientiously adhered 
to by the banks during all that time, and with 
this remarkable result, that the justice of charg- 
ing for doing the business of collecting, and the 
fairness of the schedule of rates adopted, was 
admitted by all the business men, and cheerfully 
acceded to. Of course so complete a revolution 
was the cause of some comment at first, but as 
soon as the matter was explained to customers, 
they at once fell in with the idea. 

‘* The beneficial result of a fair remuneration 
for the difficulties and dangers encountered in 
collecting was at once apparent, A better ser- 
vice began to be inaugurated by the banks. In- 
stead of being forced in roundabout ways, and 
through unsafe agents, to the cheapest way of 
doing business, the banks began tostudy up the 
best way. Collections were sent more directly 
home, safety and efficiency of correspondence 
was consulted, and those who could do the busi- 
ness best, even at higher cost, were chosen. The 
customer received an instant benefit. Collec- 
tions, instead of crawling all over the country 
and being dilatorily reported upon, days afier 
time, were pressed to issue, and paid at once, 
or promptly returned. Dilatory debtors and 
doubtful risks were thus quickly exposed, and 1 
have no doubt many thousands of dollars saved 
to depositors during the nine years. _ 

‘*Our own bank inaugurated a bureau of col- 
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lections with reference to the most prompt, 
courteous, and efficient service to customers, 
with this result, that the business increased in 
the department of notes and drafts alone at the 
rate of over a million dollars a year, and last 
year footed up over fourteen millions of dollars 
worth of items handled (exclusive altogether of 
checks and drafts received on deposit). 

‘*T have said that the business public in Buf- 
falo was educated upto the justice of proper 
charges by banks for collecting. So completely 
was this the case, that a strong new bank, 
started outside the Association in 1889, did not 
attempt to cut rates at all, and although not 
under obligations to do so, voluntarily main- 
tained the schedule of charges (which the busi- 
ness community had come to recognize as a 
matter of course), steadily and without difficulty 
growing its business all the time. 

‘* Within a year six new banks additional to 
the one referred to have been organized, and it 
was last year deemed best to waive the obliga- 
tory character of the charges, as it might not be 
fair to association banks to be handicapped in 
view of possible competition. Notwithstanding 
this, and the fact that the whole field is now 
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free, there has been little disposition thus far to 
disturb existing conditions, and the old schedule 
still prevails as ordinary custom in this city. 

‘* What was accomplished in Buffalo (remain- 
ing in absolutely successful operation for nine 
years) can be brought about elsewhere and made 
common practice throughout the United States. 

‘** The country check has come to stay,’ says 
Mr. Cannon. Let me add that the country 
banker is entitled to his charge for collecting it, 
and the business men of the United States have 
breadth enough if properly approached to con- 
cede 4 or \ of 1 per cent, to the city bankers 
for the trouble, expense, and danger of collect- 
ing checks representing transactions on which 
the merchant himself gets, or should get, a 
profit of § or 10 or 20 per cent. and upwards, 

‘*The movement to bring this about generally 
should begin in New York city, the practice of 
the New York banks taking collections free be- 
ing used as alever by merchants in all the in- 
terior cities. The fierce competition for accounts 
among New York banks based on doing business 
for nothing and even at a loss is thus a serious 
menace to profits in the banking business all 
over the country.” 


SCHEDULE OF COLLECTION CHARCES IN THE CITY OF BUFFALO. 


DOK 
(The following Sections, 19 to a2 inclusive, of the Constitution of the Bankers’ Association of Buffalo, are 


rinted entire. 

ornwell, the 
fact that for nine years a fair an 
Buffalo.) 


equitab 


Rates or EXCHANGE. 

Sec. 19.—The following schedule of 
rates of exchange shall be charged on 
all foreign items received over the coun- 
ter on deposit, or credited after collec- 
tion, and shall be imperative as regards 
any account now held or to be received 
hereafter by any member of this Asso- 
ciation, 

PAR.—New York City, Brooklyn, 
Boston, Philadelphia and Albany, drafts 
of banks and bankers, and checks on 
banks and bankers, and certificates of 
deposit; also accepted vouchers of, or 


hey contain the exchange rates etc, of the Buffalo banks. 
are no longer vd/igatory see the associated banks, but they are still cus/om in 
e list of charges has been maintained by the banks in the city of 


It will be noted, as stated by Mr. 
Buffalo. It is a 


authorized drafts on, railroad, telegraph 
or insurance corporations. 


NOT LESS THAN ONE-TENTH 
PER CT.—New York City, Brooklyn, 
Boston, Philadelphia and Albany (indi- 
vidual drafts), Jersey City, Troy and 
Chicago. Itis hereby provided, how- 
ever, that where individual drafts on 
above points are received for collection 
and no advances made upon them in 
any way until they are duly advised as 
paid, then charge is to be optional. In- 
dividual drafts on New York City, with 
grain bills of lading attached, one- 
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twentieth per cent. when the amount is 
$5,000 or over, 


NOT LESS THAN % PER CT.— 


Baltimore, Washington, . Providence, 
Hartford, Springfield, New Haven, 
Bridgeport, Cleveland, Toledo, Detroit, 
Rochester, Syracuse, Newark, Worces- 
ter, Portland, Pittsburg, Erie, Cincin- 
nati. 


NOT LESS THAN ¥% PERCT.—All 
points not above designated not less than 
one-quarter per cent. Minimum rate, 
fifteen cents on each item on chargeable 
points. All items payable at sightoron 
demand at points where items so worded 
are subject to grace shall be charged 
double above rates. All items payable 
with exchange one-half the above rates, 


NOT LESS THAN % PER CT.— 
The rate of exchange to be charged on 
all items payable at or drawn on points 
where there is no bank, shall not be less 
than one-half of one per cent. 

NEW YORK AND NEW ENGLAND 
STATES.—The rate of exchange on 
items over $2,000 shall be as follows: 


$2,000 to $4,000, $5. 
Over $4,000, % per cent. 


REMITTANCES PAYABLE 


CHANGE,” 


‘“‘wiTtH Ex- 

The rate charged on all items received 
for collection and remittance, payable 
‘*with exchange,” shall be one tenth of 
one per cent. on all items between $200 
and $5,000; items between $200 and $50 
twenty cents; items of $50 and under, 
fifteen cents; on items of $5,000 and 
over, the rate shall be as follows: $5,000 
to $20,000, $5; $20,000 and over, one- 
fortieth per cent. Items payable ‘in 
exchange ” shall be deemed payable as 
an ordinary check or draft, and the usual 
charge for collection and remittance 
shall be deducted from the principal of 
the item. | 


LAW JOURNAL. 


DEPOSITS AFTER 3 O'CLOCK. 


Deposits made after three o'clock, and 
valued on the same day, shall be charged 
one day’s interest at the rate current for 
discounts, on the amount of such de- 
posit valued against. 


TWENTY-FOUR HOURS ON TIME DRAFTS. 


In order to harmonize the action of 
banks in presenting time drafts within 
the city for acceptance, it is suggested 
that if drafts are not accepted on pre- 
sentation, and an intimation is given 
that they will be accepted the following 
day, or request is made for time to ex- 
amine accounts prior to acceptance, that 
then a notice be left describing the draft 
and advising that the bank holding it 
will retain it until the following day for 
the drawee’s acceptance, and if not ac- 
cepted at the bank by the close of the 
following day’s business, it will be 
deemed to have been refused, 


RULES FOR FIGURING INTEREST—MONTH- 
LY BALANCES, 


Sec. 20,—In figuring on accounts, the 
method of calendar monthly balances 
shall in all cases be strictly adhered to, 
no matter what the rate may be. By this, 
is to be understood that one month’s in- 
terest shall be allowed on smallest bal- 
ance appearing at the credit of the 
account on any day during the calendar 
month, after the third day of that month. 

No greater rate than four per cent, 
shall in any case be permitted on the 
basis above named. 

Savings banks are excepted from the 
above method of figuring. No higher 
rate of interest than three per cent. per 
annum shall be paid upon the accounts 
of the city savings banks with us, from 
and after July 14, 1886. Rate raised to 
four per cent. from October rst, 1887. 
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CreRTIFICATES OF Deposit. 
Certificates of deposit may be made 
payable with four per cent, interest, 
provided the funds remain on deposit 
three months and over. If withdrawn 
prior thereto, only three per cent. shall 
be allowed thereon, 


ACCOUNTS OF BANKS, ETC., 


Accounts of out-of town banks and 
bankers shall remain upon the basis here- 
tofore fixed. That is at the rate of three 
per cent. on daily balances, or four per 
cent. on monthly balances. 

These terms to apply to all deposits 
now held and hereafter to be received 
by members of the Association, but each 
institution reserves the right to pay on 
the individual accounts of its own di- 
rectors such rate of interest as it deems 
best, but not exceeding four per cent. 


RATES FOR REMITTANCES, 


Sec. 21—Remittances at par for bal- 
ances due to banks for collections shall 
not be made oftener than semi-monthly. 

The following are minimum rates for 
collections oftener than semi-munthly, 
viz. : 


100 or less, ro cents, 
100 to 5,000, one-tenth 
of 1 per cent, 
5,000 to 20,000, $5. 
20,000 and upwards, one- 
fortieth of 1 per ct. 


On sums of $ 


RECIPROCATING ACCOUNTS. 


This shall not interfere with recipro- 
cating accounts. By this term is in- 
tended to be understood such accounts 
as both parties collect, each for the 
other, without charge, and remit at 
stated periods or on request. 

We and each of us hereby certify that 
we have no present outstanding contracts 
or agreements which will in anyway pre- 
vent our complying with the above. 


PAYMENT GRAIN COLLATERAL. 


Sec. 22.—On and after November rst, 
1887, the banks, members of this Asso- 
ciation, shall require payment on all 
grain loans at the time collateral is sur- 
rendered, 

Bills of lading or other property ac- 
companying drafts for collection shall 
not be surrendered until said drafts are 
paid by certified checks 
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DR. NORVIN GREEN. 


PRESIDENT WESTERN UNION TELEGRAPH, 


(Biographical Series, No. 35.) 


N Easter Sunday, April 17, the sub- 
ject of this sketch celebrated his 
seventy-fourth birthday at his old home 
in Louisville, Ky. The years of busi- 
ness cares and responsibilities that have 
come as the lot of this able man, have 
left their mark upon the stalwart frame, 
but in strength of mind and body he is 
yet the equal, if not the peer, of any one 
of the busy multitude whom he daily 
meets in the responsible transactions 
that are hourly brought to his attention. 
From his early boyhood, Dr. Green's 
life has been one of business activity and 
success, From a clerk in his father’s 
flat-boat in 1833, to the present day, 
when as president of the wealthiest and 
greatest telegraph corporation in the 
world, the active brain of Norvin Green 
has found ample scope for his willing 
hands. After his experience as a flat 
boatman and country storekeeper, Dr. 
Green, with his savings in those capaci- 
ties, determined to devote himself to the 
study of medicine, and in 1840 he grad- 
uated from the University of Louisville, 
and after marrying the daughter of 
Captain James W. English, settled down 
to the practice of medicine and for up- 
wards of thirteen years he enjoyed a 
large and flourishing practice. He was 
twice elected to the legislature of his 
state, In 1852, he was a presidential 
elector on the Pierce ticket, and after 
the inauguration of President Pierce, 
Dr. Green was appointed Commissioner 
and Disbursing Agent for the construc- 
tion of the post-office and custom-house 
at Louisville. This office he filled with 


his usual care, and performed its duties 
with great thoroughness, In 1854, Dr. 
Green became interested in the tele- 
graph, and from that time until the 
present he has devoted his time and 
energies to consolidating and building 
up the great system of communication 
that now extends to all known parts of 
the world over the wires of the Western 
Union Telegraph Company. It is not 
necessary for this magazine to devote 
much space to this great corporation so 
long under the guidance and manage- 
ment of Dr. Green. An able Wall street 
paper, Zhe Financial Record, speaks of 
Western Union thus: 

‘* During the year the Western Union 
Company transmitted a total of 50,148,- 
343 paid messages. The receipts of the 
company aggregated $23,034,326.59, 
and the net profits aggregated $6,60s,- 
584.75. The average toll, per message, 
was 23.2 cents. Quarterly dividends at 
the rate of five per cent. were paid, and 
$1, 364,757.62 was added to the surplus.” 

It is assumed by those who are quali- 
fied to know, that the capital of this 
great corporation will ere long reach the 
sum of $100,000,000, upon which divi- 
dendsof five, and probably six, per cent. 
will be paid and with a continually in- 
creasing property value. 

In a published sketch of the life of 
Dr. Green the writer says: ‘‘ Dr. Green’s 
reputation, and the respect and honor 
accorded him, are not confined to this 
country. All the administrations of tele- 
graph in the nations of Europe send him 
their official reports as they are pub- 
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lished, and many of them send to him 
inspectors and other high officials to in- 
vestigate and report upon the details of 
the organization which has grown up 
under his hands. Handling more mes- 
sages than any three of the continental 
nations, at a profit and not an annual 
deficit, and extending every year in ad- 
vance of the construction of new rail- 
roads, his administration is regarded by 
them as a model of efficiency, elasticity 
and economy. In 1883 Dr. Green visited 
England, where he was welcomed by 
the magnates of the state and city. The 
Hon. Henry Fawcett, the great post- 
master-general, presented him with a 
circular letter to all the telegraph offices, 
commanding them to transmit for him 
free of charge. The document is unique 
and is the only one of its kind ever issued 
in Great Britain, and was intended as 
the highest compliment to the great 
telegrapher. 

‘*Dr. Green may be seen, now, any 
day, seated in the large room of the 
Western Union Telegraph building, at 
Broadway and Dey street, which is at 
once his office and the place of meeting 
of the multitudinous boards of directors, 
committees and conferences over which 
he presides, and by which the affairs of 
the Western Union and its many subor- 
dinate corporations are conducted. His 
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appearance has greatly changed in the 
last twenty years, mainly through an 
increase in weight. While his flesh is, 
by no means, a burden to him, or too 
much for his large frame, yet his figure 
is largely changed from the slim young 
medical student of his earlier years. 
His hair has become very thin, and there 
are, now, but few left of the original 
raven hue, and his mouth is shaded by 
a heavy moustache, entirely white. His 
ante-room is generally occupied by per- 
sons waiting their turn to see him on the 
widest range of subjects, and, without 
hurry or rush of any kind, each one is 
admitted and his business promptly 
considered,” : 

All who come in contact with this 
courteous, kindly gentleman, will unite 
with us in hoping that such a useful life 
may long be spared to the great interests 
that have been confided to it and from 
which a separation would be so great a 
loss. 

The banking and law interests of this 
and other countries are so dependent 
upon the telegraphic system of the world 
that we feel assured that the excellent 
portrait of Dr. Green, that goes with 
this issue of this magazine, will be 
broadly welcomedSby our many readers 
all over the land, 

E. A, 
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DEPARTMENT OF QUERIES AND REPLIES. 


Pais department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


t prompt and careful consideration thereof, without charge. 


The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Presentment of Note Payable at “‘ Henderson, Nebraska ” 


BANK OF HENDERSON, 
HENDERSON, NEB., May 28, 1892. 


Editor Banking Law Journal: 


DEAR S1R:—Will you please state, what action 
in your opimion is necessary on the part of a no- 
tary holding a note ‘‘ payable at Henderson, 
Nebraska,” (the maker of which resides several 
miles in the country), to constitute sufficient 
presentation and demand, at maturity. In other 
words, what different action would be required 
to constitute presentation and demand, than if 
* such note was payable at some particular place 
within said town? 

W. A. Tay or, Cash. 


If a note is made payable at a partic 
ular town or city, without further desig- 
nation of place, and the residence of the 
maker is elsewhere, the holder is not 
bound to make demand anywhere except 
in that town. Smith v. Little, 10 N. H. 
526, 530, (cited with approval by U. S. 
supreme court in Cox v. Bank, 10 Otto, 
704); Mason v. Franklin, 3 Johns. 202; 
Boot v. Franklin, 3 Johns. 208. If the 
maker has a place of business or resi- 
dence in the city, demand should be 
made there. It the maker has no resi- 
dence or place of business in the city, 
the presence of the holder with the note 
in the city on the day of maturity, has 
been held sufficient presentment and de- 
mand to charge the indorsers. Malden 
Bank v. Baldwin, 13 Gray (Mass.) 154; 
Meyer v. Hibsher, 47 N. Y. 270. 

The action, therefore, on the authority 


of these decisions, required of a notary 
who holds a note payable at ‘‘Henderson, 
Nebraska,” and who knows the maker 
resides several miles in the country, 
would be to make reasonable inquiry for © 
any place of business which the maker 
might have in the city, and failing to 
discover such, his duty would be done, 
and he could protest the note. This, as 
we say, on authority of the decisions. 
There might be some local custom in 
Henderson in such cases, where the 
maker’s nearby country residence was 
known, to make personal or mail de- 
mand upon the maker, which would in- 
crease the notary’s duty in the exercise 
of due diligence, but we know of no 
such custom. 


Liability of Bank for Correspondent’s 
Default. 


MINNEAPOLIS, MINN., June 2, 1892, 
Editor Banking Law Journal: — 

DEAR SiR:—I have seen a recent decision in 
your Journal by the supreme court of Nebraska, 
that a collecting bank is not liable for its distant 
correspondent’s default, providing there is no 
negligence in selecting. Has the court of 
this state decided this point? Cc. j. 


The supreme court of Minnesota in 
February 1890—Sfreisguth v. Nat. Ger- 
man American Bank—decided just the 
opposite. Its syllabus was this: ‘“‘A 
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bank with which a customer has left for 
collection his draft upon a party residing 
at a distant point, is liable for the fail- 
ure and default of a correspondent to 
whom it forwarded the draft for collec- 
tion,” 


Carnishment of Deposit Represented 
by Certificate. 


Iowa, June 5, 1892. 
Editor Banking Law Journat: 

DEAR S1R:—A deposits $100 in this bank, and 
receives our negotiable certificate of deposit. B, 
the creditor of A, seeks to garnish this deposit 
for A’s debt. Can he legally do so? 

CASHIER, 

The deposit represented by the nego- 
tiable certificate differs from an ordinary 
deposit, for which the bank owes A, and 
cannot be garnished. The bank is liable 
to pay the certificate to a dona-fide trans- 
feree of A. 


Corporate Stock Collateral. 


CoLorapbo, May 28, 1892. 
Editor Banking Law Journal: 
Dear Sir:—This bank discounts A's note for 
$1,000, and as security A assigns to the bank 
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ten shares of the Company, a cor 

poration organized under the laws of this state, 

Bank holds collateral until maturity of the note, 
and A being insolvent, then seeks to enforce the 
collateral. It is then learned that a creditor of 
A has obtained a judgment against him during 
the time the shares were in the custody of the 
bank, and has attached the shares standing on 
the books of the company in A’s name, Under 
the law of this state, do we not take good title 
to the shares against the creditor, without book 
transfer? 

PRESIDENT. 


The bank, not having obtained regis- 
try of the shares, loses its security to 


' the creditor, whose attachment takes 


precedence, The recent decision of the 
supreme court of Colorado in Conway v. 
John, February 1890 (2 B. L. J. 364) 
holds that under the laws of Colorado, 
title to stock in a corporation, as against 
creditors, can only pass by transfer on 
the books of the company. This is not 
the case in all the states. In Colorado, 
however, as well as other states, book 
transfer is necessary to perfect the se- 
curity, 


ce i et i ee eee ee, ee ee a ee ee ee ae 
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CURRENT NEWS AND TOPICS. 


PERIODICAL LITERATURE OF INTEREST TO BANKERS. 


AN ENGLISH VIEW OF THE BI-METALIC 
CONFERENCE, ‘“ Bradstreets,” May 14th. 10 
cents. 1,200 words, 


The international conference, the writer says, 
may be regarded as a proximate event since not 
only England, but also the other leading com- 
mercial nations of Europe have unofficially in- 
dicated their willingness to participate. But it 
need cause little surprise if the representatives 
of England acquiesce in only a very few of the 
proposed measures, The financiers and capital- 
ists of England naturally have much influence 
with the government in monetary matters, and 
it has been intimated that the encouraging at- 
titude taken by Mr. Goschen, the chancellor of 
the treasury toward the conference is not re- 
garded favorably in financial circles. The British 
government, it is said, being the largest con- 
sumer of silver, is doing for it all that she can 
be expected to do. The English view of the 
silver question, favoring as the English do a 
gold standard exclusively, is altogether out of 
harmony with that prevailing through the states- 


THE MONETARY PROBLEM, by William 
Potts. Evolution Series, published by D. Apple- 
ton & Co., New York. tocents. 11,000 words. 

Mr. Potts gets down to the foundation of his 
subject by reviewing the history of money in 
America, and dwelling on such topics as the 
origin of money, what money is, what is a 
standard of value, etc. With this as a basis he 
speaks of the present situation, and remedies 
for existing evils. A monetary agreement would 
relieve most of these, but in regard to the latter 
Mr. Potts says: ‘‘To my mind it is. perfectly 
clear that there is ‘not the slightest chance in 
the world, at least within a reasonable period, 
that the nations will reach such an agreement 
and maintain it. And without such a common 
agreement it is, in my judgment, as inevitable 
as the rising and the setting of the sun that 
sooner or later, froma nation which uses vast 
quantities of two metals in its currency, of which 
one is greatly over-valued, as is the case in the 
United States to-day, the more valuable will flee 


away into foreign parts, and the less valuable 
left master of the field.” 

Speaking with authority as a bankerin regard 
to the present currency law, he says that for 
more than a year past the business of the country 
has been suffering severely from the over-coin- 
age, or the over-purchase ot silver. 

Instead of good in an ‘elastic ” currency, 
which is one of the leading financial ‘‘curealls” 
to many writers, Mr. Potts sees serious evils. 


THE TRUE BASIS OF CURRENCY, by 
Miles M. Dawson, ‘‘ Forum,” June, 50 cents. 
3,200 words. 


The writer says that gold as a basis for cur- 
rency has outlived its usefulness. It now has 
no intrinsic value, since it has become too com- 
mon to be demanded extensively for purposes 
of ornament, and it no longer possesses the 
quantity of stability. Food is the true money 
measure. It is self-adjusting to the require- 
ments of production and exchange, and it would, 
moreover accomplish a much to be desired end, 
by passing the control of the products of the 
earth into the hands of their producers, that is, 
the farmers, and taking this control from the 
capitalists, in whose hands, under the present 
currency system, it remains entire. 


LEGAL MONEY IN FRANCE, ‘“ The Journal 
of Finance,” June 6th. 1,100 words. 


The writer shows that France, contrary to 
prevailing belief, is as much under the rule of 
Gresham’s Law as any other country, The only 
silver coin that is legal money is the five franc 
piece, the coinage of which was completely sus- 
pended in 1878. 


BOOK REVIEW. 


TEN MEN OF MONEY ISLAND, or THE 
PRINCES OF FINANCE, by S. T. Norton, 
Chicago: F. J. Schulte & Co. 


The author’s avowed purpose in writing this 
book was to analyze and simplify finance, and 








538 


thus enable the average reader to come to the 
intelligent understanding of the subject, which 
the intricacies of the existing treatises have 
rendered difficult, if not impossible, 

To accomplish this purpose he transports ten 
men, representing the principal trades, with 
their families, to Money Island, which has not 
previously been inhabited, and is entirely cast 
off from the rest of the world. On Money Island 
this company of ten are put, to work out their 
financial system on entirely virgin soil, unfet- 
tered by existing conditions and uninfluenced 
by experience. 

The portrayal of the birth and development 
of trade, at first by barter and then by means of 
coin and paper money, of banking, of interest, 
of mortgages, and other features of commerce, 
on the allegorical Money Island, illustrates in a 
vivid and interesting way the origin and evolu- 
lutions of these things in our present financial 
system. The whole subject is thus rendered 
clear and simple and the beginner in the study 
of finance obtains a basis for his study which is 
of much value. This portion of the workisa 
great success, : 

But when the author pictures distress and 
pauperism as the result of paper money issued 
by the government on the basis of coin, and a 
banking system identical with our own, and 
when he makes prosperity return only after 
coin has been abolished altogether, and paper 
money issued by the government with nothing 
behind it but a promise to receive it in payment 
of taxes, we begin to doubt the soundness of 
his views, 

Little research in history is required to bring 
to light the fact that government issues of paper 
money without a valuable commodity on hand 
in which they may be redeemed, are invariably 
regarded with suspicion by the people, and un- 
dergo a consequent depreciation, which does 
immeasurable injury in the business world. 

Mr. Norton stands on firm ground in advo- 
cating a graduated income tax, but he again 
falls into error, we think, in favoring the repeal 
of all laws for the collection of debts. 

Tne book is interesting, however, and to all 
the uninitiated who desire to obtain a clear idea 
of the origin of banking and currency, would 
certainly repay a reading. 


BOOK NOTES. 


SMALL TALKS ABOUT BUSINESS, by 
A. E. Rice. A Banker’s Business Hints for 
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Men and Women. The Fremont Publishing 
Co., Fremont, Ohio. Price, in cloth, 60 cents; 
paper, 30 cents, Postage prepaid. 

This neat little volume condenses into small 
space much advice and many hints regarding 
business matters which are valuable to those in 
all walks of business life, and particularly to the 
inexperienced. Much that the author says is 
simply what good common sense would teach 
without the aid of books, and yet there is also 
much technical information, and the fact re- 
mains that good sense is not very often exer- 
cised, and a clear and interesting exposition of 
the essentials of business success is valuable. 

The author of ‘‘ Small Talks About Business ” 
has accomplished such a work. It has received 
much commendation, and deserves it. 


BRIEFS RECEIVED. 


We have at hand the brief of H. R. Boyd, 
attorney for the plaintiff in error in the case of 
Rocers v. ANDERSON, now pending in the 
supreme court of Kansas. 

The case is an interesting one, involving the 
question of the sufficiency of presentation of a 
check to the drawee through the mails. It seems 
that on the 6th of June, 1889, J. M. Anderson 
drew a check on the Bank of Richfield in favor 
of J, H. Rogers, The check in question was 
indorsed by Rogers on the 11th of December, 
1889, and deposited in the Hamilton Co. Bank, 
and was indorsed for collection by that bank to 
the Richfield Bank, and mailed to the latter on 
the same day. On the 13th the Hamilton Co. 
Bank received the check stamped with the 
words, ‘* no funds in bank.” At the same time 
Anderson had $295 in the Richfield Bank, sub- 
ject tocheck. On the 14th of December the 
Richfield Bank failed, Anderson’s money being 
wholly lost. Rogers notified Anderson person- 
ally on the 15th that the check was not paid, 
and soon afterward commenced suit. 

The plaintiff in error argues that there was 
no sufficient presentation of the check, and that, 
therefore, he is released. The Hamilton Co. 
Bank in sending the check direct to the Rich- 
field Bank constituted the latter bank a sub- 
agent for collection. If either were guilty of 
negligence, Anderson’is released. The Hamilton 
Co. Bank was bound to use ordinary care in the 
selection of an agent. It is generally conceded 


that a person or corporation cannot be debtor 
and creditor at the same time in respect to the 
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same debt. Inthe case of NATIONAL BANK V. 
ANGLO-AMERICAN Packinc & Prov. Co., 117 Iil., 
100, the court held that a certifying bank is 
never a suitable agent for the collection of its 
certified check. The Hamilton Co. Bank there- 
fore was negligent in the selection of a collection 
agent. To further strengthen this position the 
supreme court of Pennsylvania in the case of 
MERCHANTS Nat, BANK v. GOODMAN, 2 Atlantic 
Reporter, 687, also held that no firm, bank, cor- 
poration or individual could be deemed a suit- 
able agent in contemplation of law to enforce, 
in behalf of another, a claim against itself. 


THe TEN Per Cent, TAx.—A rather impor- 
tant vote was taken last Monday (June 6) on a 
bill introduced by Mr, Richardson, of Tennessee, 
to repeal the ro per cent, tax on state-bank notes. 
The bill had not been referred to any committee, 
but Mr. Bacon, the chairman of the Committee 
on Banking and Currency, said that a similar 
bill was now under consideration by his com- 
mittee. He begged that the house would 
not pass the bill until the committee should have 
concluded its labors. Mr. Richardson advo- 
cated the measure in a brief and temperate 
speech, in which he said that its effect would be 
to give more relief from money stringency than 
the free coinage of silver, and that it would 
answer the wants of the farmers mugh better 
than the so-called sub-treasury scheme. Mr. 
Walker of Massachusetts opposed it on the 
ground that the bill was the product of only one 
mind, that it had been prepared in haste, and 
that the subject was too important to be dis- 
posed of in such a summary manner. Mr. 
Harter of Ohio supported it. He contended 
that inasmuch as state-bank notes would not be 
legal tender, they would not circulate unless 
they were actually good. Mr. Tracey of New 
York was in favor of the repeal of the discrim- 
inating tax, since it was, in his judgment, an 
invasion of the rightful domain of the states. 
The vote on the bill was 84 yeas to 116 nays. 
Sixty-four of the affirmative vov.es were from 
the South and twenty from the north. The 
Farmers’ Alliance men from the South voted 
against the bill, believing that it would tend to 
weaken the sub-treasury scheme. Of the affirm- 
ative votes from the North, Illinois furnished 
four, New York three, Ohiotwo, California two, 
Minnesota two, Massachusetts, New Hampshire, 
Montana, New Jersey, Pennsylvania, Rhode 
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Island and Connecticut, one each.—N. Y. Even- 
ing Post, June 11. 
«"s 

A petition of the the American Association of 
Public Accountants has been recently prepared 
for presentation to the Board of Regents for a 
charter for the founding of a college of accoun- 
ants under the University of the State of New 
York. The college to be under the jurisdiction 
of the Regents and under the direction of the 
American Association and to be known as the 
College of the American Association of Public 
Accountants of New York. Application is made 
to the Regents for the opening of preliminary 
examinations in the various cities of the state, 
these examinations to be the same as now pre- 
scribed for law students, 

The Association further requests that the 
course of study last forty weeks; that graduates 
be first granted the degree of Bachelor of Ac- 
counts, and, after three years’ practice, that 
of Master of Accounts, and that all public ac- 
countants now practicing in the state be accepted 
as Masters of Accounts. 

The association has already subscribed a 
considerable sum toward the proposed college, 
and guarantees to provide suitable accommoda- 
tions in a central part of the city, and also the 
necessary furniture, books, supplies and appur- 
tenances, The curriculum of the college, as 
outlined in the petition, will be extensive and 
thorough, embracing, in the first department, 
science of double entry, the keeping of books, 
of mercantile accounts, and corporation, judicial 
and public accounts. 

In the second department will be taught the 
examination and analysis of accounts and the 
compilation of statistics, and in the third and 
final department will be taught the principles of 
law on mercantile, corporation, banking, and 
judicial accounting and other kindred subjects. 

The instruction is to be by lectures, and from 
text-books, and the teachers will be professional 
accountants and lawyers. There will be a fee 
for tuition, The petition for a charter for the 
college is signed by several hundred leading 
bankers, lawyers, merchants, and officers of rail- 
road, insurance and other corporations. 

This petition came before the Regents of the 
University on June 8, when a committee of the 
association were in attendance. The members 
of the committee were President James Yalden, 
Vice President H. R. M. Cook, Secretary Frank 
Broaker, Treasurer Richard M, Chapman, 








Louis M. Bergtheil, W. Sanders Davies, Mark C. 
Mirick, Thomas Bagot, E, Redgate, John 
Heins, Thomas R. Horley, Louis Yalden, W. H. 
Beynroth, and William Trenholm. 

President Yalden urged the necessity of such 
acollege as 1s suggested, and in support read a 
letter from John L. N. Hunt, LL. D., president 
of the board of education of New York City, 
urging in strong terms the favorable considera- 
tion of the petition. 

The board of regents was undecided as to the 
construction and operation of the new law rela- 
tive to the incorporation of colleges and other 
educational institutions, and decided to allow 
the matter to remain open until the next meet- 
ing. Meanwhile the board is prepared to open 
preliminary examinations for such persons‘as 
desire to become public accountants. 


* 
* * 


Tur FourtH NATIONAL BANK, of New York, 
has issued for free circulation a neat pamphlet 
entitled ‘‘Gold and Silver.” As the title indi- 
“cates, it deals historically and by tables with the 
production of these two metals. Records reason- 
ably accurate have been preserved only since 
1848. A summary of the United States mint 
and coinage acts, tables of the coinage of the 
United States, imports of gold and silver in cir- 
culation, the total supply in the country, paper 
currency in circulation, and the market value of 
gold and the price of silver over a long series of 
years, are included in the pamphlet. 

*e 

Tue Bank of Buffalo, N. Y., of which Mr. W, 
C. Cornwell is the able and efficient cashier, has 
issued a circular, in view of the reserve provis- 
ion of the new banking law, showing the pecu- 
liar fitness of Buffalo as a clearing house city, 
and announcing its invitation to the banks of 
the state to act as their reserve agent in Buffalo. 
A statement submitted of the bank’s proportion 
of reserve to deposits during the last five years 
on various dates, shows as a lowest proportion 
31 3-5 per cent., while the average is much 
higher. The Bank of Buffalo will supply coun- 


try correspondents with currency, pay current ° 
rates of interest on balances, transmit money to 
New York on call without charge, or, where 
required, transfer funds by telegraph at a fixed 
rate. The bank makes satisfactory arrange- 
ments for collections, and the efficiency of its 
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collection department is well known throughout 
the country. 


* 
* * 


THE extraordinary glut of idle money in New 
York City, on much of which interest is paid to 
out-of-town depositors, has caused considera- 
ble discussion of late looking to a temporary 
reduction of the rate of interest. One large 
national bank has already announced a reduc- 
tion of its rate on daily balances from 2 to1% 
percent. Money is expected to be cheap for 
some time, and other reductions may follow, 
although concert of action is improbable, owing 
to the keen competition which now exists. 


oo 
x * 


AN express messenger in the employ of the 
Long Island Express Company disappeared on 
June 6 with a package containing $1,000 in 
smali currency which was in his charge. The 
money was shipped by the Chase National Bank 
of New York to the South Side Bank at Bay 
Shore, L. I. The United States Guarantee Com- 
pany of North America, at No, 111 Broadway, is 
surety for the missing man to the amount of $2,- 
500. The stolen package contained small notes, 
ones and twos, At this time of year the clam-dig- 
gers ship large quantities of clams to the New 
York market receiving checks from the market- 
men therefor. They deposit the checks in their 
local banks which in turn have to supply them 
with small bills which they get fromr New York, 


* 
iY 

WESTERN Business OuTLOOK.—Vice-President 
Cannon of the Fourth National Bank, N. Y., has 
recently returned from a six months trip through 
the west and south. He gives a reporter of the 
Post (published June 11) some very interesting 
statements of the impressions he has formed. 
Summing up the situation, judged from a fast 
trip across the continent, Mr. Cannon says there 
seems to be generally a waiting disposition on 
the part of the bankers and merchants of the 
present time—a disposition to await the result 
of the presidential election and the outcome of 
the silver question before embarking on any 
new enterprises. 


$= 








